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Of  Surgeons  and  Butchers 

Many  of  you  have  noticed  by  now  that  the  economy  is  ail¬ 
ing.  And  since  you  are  proactive  top  executives  — and 
frankly,  who  in  his  or  her  right  mind  would  admit  to  being 
merely  reactive?  — you've  already  taken  steps  to  safeguard 
the  fiscal  health  of  your  enterprise,  perhaps  even  going  so 
far  as  to  turn  over  all  operating  authority  to  the  chief 
financial  officer.  In  due  course,  said  CFO  will  boldly  curb 
your  boom-time  spending  reflexes.  And  if  you  happen  to 
be  the  CFO  (and  if  you  are  anything  like  my  company's 
CFO),  you  at  least  feel  needed  — if  not  exactly  loved  — in 
ways  you  haven't  for  nearly  a  decade. 

Now  it  is  suddenly  business  not  as  usual,  at  least  not 
as  we've  come  to  know  business  during  the  effervescent 
boom.  It  feels  a  little  like  being  in  a  rain  delay  that  inter¬ 
rupts  a  really  great  baseball  game.  You've  got  no  idea 
how  long  the  rain's  going  to  fall,  and  you  have  to  decide 
whether  to  stick  it  out  or  head  for  the  exits. 

An  economic  downturn  forces  you  to  think  about 
what's  important— what  you  should  do  in  the  near  term 
that  may  affect  what  you  can  do  in  the  long  term.  In  a 
downturn,  many  businesses'  first  resort  is  to  lay  off  scads 
of  people,  thus  hobbling  their  options  when  the  needle 
turns  north  again.  The  easy  thing  to  do  when  looking  at 
the  IT  budget  is  to  zero  in  on  the  big,  costly,  complicated 
initiatives.  Think  twice  about  that. 


Executive  Editor  Christopher  Koch's  cover  story  (see 
"The  Kindest  Cut,"  Page  52)  identifies  a  number  of  con¬ 
structive  approaches  to  investing  in  technology  when  the 
economy  gets  sick.  Surgery  is,  of  course,  always  an 
option.  When  the  CFO  wields  the  knife  — and  that's 
assuming  the  CEO  chooses  to  stand  aside  and  let  it  hap¬ 
pen— surgery  sometimes  gets  done  in  ways  that  solve  the 
near-term  problem  at  the  expense  of  the  long-term  future. 

Koch's  story  uncovers  an  interesting  truth:  In  organiza¬ 
tions  where  the  relationship  of  the  chief  executive  and  the 
chief  information  officer  is  weak,  the  scalpel  tends  to  cut 
first  those  ambitious  big-ticket  projects  that  actually  hold 
the  greatest  potential  to  deliver  such  business-transform¬ 
ing  benefits  as  enhanced  employee  productivity,  customer 
service  and  value,  and  supply  chain  efficiencies.  But 
when  the  top  executive  enjoys  a  knowledgeable,  high- 
quality  relationship  with  the  CIO,  the  knife  often  spares 
those  big-bang  projects  and  instead  nips  away  at  the 
routine  upgrades  of  less  strategic  hardware  and  software 
components. 

The  story  also  makes  the  point  (affirmed  by  surveys 
done  since  the  recession  in  the  early  1990s)  that  when 
companies  resist  the  slash-and-burn  impulse  and  continue 
investing  in  their  most  important  strategic  initiatives, 
they  leap  far  ahead  of  the  competition  when  the  tide 
finally  turns. 

The  operative  word  is  alignment.  In  a  healthy  enter¬ 
prise,  technology  spending  is  intimately  linked  with  the 
core  business  goals.  Where  strong  alignment  exists,  it's 
easier  by  far  to  make  quality  decisions  about  what  to  do 
now  that  won't  compromise  the  future. 

So  when  you  think  about  what  should  be  done  with 
technology  spending  in  your  organization,  are  your 
instincts  those  of  a  surgeon  or  a  butcher?  Let  me  know  at 
mccreary@darwinmag.  com . 
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Deck  Still  Stacked 
Against  Smart  Cards 

SCARCE  READERS  This  is,  accord¬ 
ing  to  PR  buzz,  the  year  of  the  smart 
card— those  credit  cards  with  tiny  com¬ 
puter  chips  that  are  so  wildly  popular  in 
Europe.  OK,  we've  heard  that  past  years 
were  the  year,  but  now  it  may  be  for 
real,  though  the  cards 
will  likely  have  more 
of  a  Peoria-style  run 
than  a  glitzy  Broad¬ 
way-level  debut. 

Major  card  issuers, 
including  American 
Express,  First  USA 
Bank,  Fleet  Credit 
Card  Services  and  Pro¬ 
vidian  Financial,  all 
have  smart  cards  on 
the  market  this  year, 
and  tens  of  millions  of 
U.S.  consumers  have 
eagerly  gobbled  them 
up.  Think  of  smart  cards  as  digital- 
age  credit  cards:  The  computer  chips 
encrypt  online  transactions,  fill  in 
users'  passwords  and  addresses  on 
websites,  and  store  all  sorts  of  digital 
data— from  medical  records  to  elec¬ 


CARD  NUMBERS 

23.4  million  smart  cards  were 

shipped  in  Canada  and  the 
United  States  in  2000,  according 
to  marketing  consultancy  Frost  & 
Sullivan  in  San  Antonio,  Texas. 

1.6  billion  smart  cards  were 
shipped  worldwide  in  2000, 
according  to  Frost  &  Sullivan. 

33  percent  of  4,200  online 

finance  users  — people  who  use 
the  Web  for  banking,  brokerage 
and  bill  payment  — surveyed  by 
New  York  City-based  Jupiter 
Media  Metrix  in  June  have  never 
heard  of  smart  cards. 


tronic  plane  tickets  to  store  coupons. 

Problem  is,  in  order  for  smart  cards 
to  do  all  those  things  they  must  be 
inserted  into  smart  card  readers,  some¬ 
thing  that  precious  few  consumers  own 
and  only  one  store  chain— Virgin  Mega¬ 
stores— carries,  according  to  Moriah 
Campbell-Holt,  research  analyst  of 
financial  services  at  Waltham,  Mass.- 
based  research  shop  Gomez.  (Virgin 
sends  digital  coupons  to  customers' 
smart  cards.) 

"Consumers  have  lapped  up  these 
cards  without  understanding  why,"  says 
Jeanne  Capachin,  a  senior  analyst  at 
Newton,  Mass. -based  Meridien 
Research.  "They  see  them  as  innovative 
and  like  their  low 
interest  rates,  but 
are  [just]  using  their 
magnetic  strips." 

Merchants  have 
little  incentive  to 
install  readers, 
because  consumers 
only  recently  started 
using  them,  say  ana¬ 
lysts.  And  con¬ 
sumers,  who  may  be 
unfamiliar  with  the 
cards'  high-tech 
perks,  are  likewise 
not  rushing  out  to 
buy  the  $20  readers. 

Card  issuers  such  as  Visa  USA  are 
doing  all  they  can  to  speed  up  smart 
card  adoption.  Visa  is  working  with 
point-of-sale  terminal  providers  to 
upgrade  their  systems  so  that  more 


stores  can  accept  smart  cards,  and  with 
Compaq  to  develop  card  readers  that  it 
will  build  into  its  PCs. 

Patrick  Gauthier,  senior  vice  presi¬ 
dent  of  smart  card  applications  and  mar¬ 
ket  development  for  Visa  USA,  thinks 
raising  consumer  awareness  will  be 
tougher  than  building  the  technology. 
"You  can't  explain  much  in  a  commer¬ 
cial,"  he  says.  "So  I  worry  people  don't 
understand  what  these  cards  can  do." 

-Emelie  Rutherford 


The  Darwin  Meter  kin 


EVOLVING 

DEVOLVING 

Corporate  travel- 
budget  slashing 

Family  vacations 
centered  around 
conferences 

Movie  remakes  (e.g., 
Planet  of  the  Apes) 

Original  Hollywood 
film  ideas 

GPS  units  on  golf 
carts 

The  game's  tradition 

Orbitz.com 

Priceline.com 

Herbal  this, 
herbal  that 

Herbal  safety  studies 

Satellite  radio 
in  cars 

Putting  up  with 
crappy  DJs 

Emeril  Lagasse  in 

TV  sitcom 

Emeril  Lagasse  in 
restaurant  kitchen 
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SIEMENS 


We're  making  business  mobile.  See  how  your  business  can  profit  at:  www.sbs-usa.siemens.com/mobilebiz.htm 


Customers  don't  like  waiting 


They  don't  know  model  numbers 


And  they  don't  care  how  obscure  the  part  is 


Could  your  customer  service  team  use  ariedge? 


Make  your  business  mobile 

You  rely  on  a  lot  of  people  to  be  places  you  can't: 
in  the  field  supporting  your  customers.  You  know  | 
they  are  only  as  good  as  the  information  they 
have.  Urgent  questions  require  quick  responses. 
Appointments  need  to  be  rescheduled,  routes 
adjusted  and  delivery  times  shortened. 

Mobile  employee  solutions  from  Siemens  Business 
Services  ensure  you're  in  constant  touch  with 
your  customer  service  representatives. 

ies  or  computers  to 
jsthe  Internet  mobile, 
time  and  money, 
jp  and  running, 
take  this  happen. 


Whether  you  use  cell  | 
communicate,  Siemen. 
This  way,  you  not  only 
but  you  keep  your  custo 
And  support  the  people 


mobile  business 


ft 


He  Gives  Great  Advice 


Q&/  Being  good  enough  often  prevents  an 
organization  from  becoming  great,  says  author, 
lecturer  and  management  researcher 
JIM  COLLINS  in  his  new  book,  Good  to 
Great,  due  out  in  October.  In  his  view,  too 
many  companies  limit  themselves  with  unfo¬ 
cused  or  imperfect  business  priorities  or  by 
having  the  wrong  people  in  key  positions.  His 
definition  of  what  makes  a  company  great? 
Achieving  an  average  cumulative  stock  return 
of  at  least  three  times  that  of  the  general  mar¬ 
ket  for  a  sustained  period  of  15  years,  some¬ 
thing  only  11  Fortune  500  companies  did  from 
1985  to  2000, 


Darwin:  In  looking  at  your  book's  perfor¬ 
mance  charts  of  the  companies  that  have 
gone  from  good  to  great,  it  seems  there  is 
always  a  distinct  point  at  which  they  just 
take  off.  Why  the  sudden  acceleration? 
Collins:  Imagine  an  egg.  You're  just  watching 
this  egg  and  nothing's  happening.  Then  one 
day  the  egg  cracks  open  and  out  jumps  a 
chicken.  It  looks  like  a  dramatic  transforma¬ 
tion,  but  what  does  it  look  like  from  the 
chicken's  point  of  view?  For  the  chicken,  it's  a 
completely  different  experience.  The  egg  crack¬ 
ing  open  is  just  one  step  in  a  whole  series  of 
steps.  From  the  inside,  the  experience  is  not  a 
single  event  or  punctuated  catalyst. 

I  was  interviewing  Cork  Walgreen  [former 
CEO  of  Walgreen  Co.],  and  I  asked,  "Can  you 
remember  the  moment  when  you  realized  you 
had  broken  through  from  good  to  great?"  He 
said  sometime  between  1971  and  1980. 

What's  so  striking  about  his  answer  is  that 
we  can  identify  the  instant  the  stock  chart 
started  upward  [1975],  We  can  identify  when 
the  egg  cracked  open,  but  from  his  standpoint, 
it  was  such  a  process  of  step  upon  step  that  he 
can't  identify  the  single  moment. 
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How  does  a  leader  best  position  his  com¬ 
pany  to  achieve  greatness? 

The  first  thing  to  do  is  recognize  the  things  you 
don't  do.  You  do  not  launch  a  change  program. 
You  do  not  launch  a  gigantic  strategic  initia¬ 
tive.  You  do  not  embark  on  a  dramatic  revolu¬ 
tion.  You  do  not  look  for  a  single  great  product 
or  hit  idea.  You  do  not  search  for  technology  as 
the  answer.  You  do  not  undertake  an  acquisi¬ 
tion.  You  do  not  get  a  CEO  from  the  outside.  If 
you  do  any  of  these  things,  you  will  fail  to  go 
from  good  to  great. 

So  what  does  it  really  take?  Start  with  your 
own  leadership  style  — become  a  level  5 
leader.  [Collins  identifies  five  leader¬ 
ship  levels;  level  5  is  the  most 
highly  evolved.]  Second,  don't 
change  the  direction  of  the  bus, 
but  figure  out  who  should  be  on 
the  bus,  who  should  be  off  the 
bus,  who  should  be  in  what 
seat.  Third,  instead  of  launching 
grand  visions,  confront  the  bru¬ 
tal  facts  of  your  reality.  What 
you're  ultimately  looking  for 
is  what  will  produce  the  best 
results.  You  do  it  with  quiet, 
calm,  objective  equanimity. 

No  hoopla,  no  programs,  no 
noise,  no  flash. 

You  define  a  level  5  leader  as 
someone  with  humility,  a  clear 
vision  to  identify  the  proper  course 
of  action  and  the  courage  to  do 
what  needs  to  be  done,  however 
crazy  it  may  seem.  How  do  leaders 
identify  whether  they  have  level  5 
potential  and  recognize  what  to 
change  in  themselves? 

I  believe  that  most  leaders  have  the 
capacity  to  go  to  level  5.  The  central 
question  is  this:  Can  you  transform 
self-directed  ambition  and  ego  into 
ambition  and  ego  for  the  institution 
for  which  you  have  responsibility? 

Can  you  find  something  you  care 
enough  about  so  you  are  more 
ambitious  for  that  than  you  are 
for  yourself? 

-Lafe  Low 
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ONE  PART  STRATEGY, 

ONE  PART  WORK  HORSE 


/ith  innovation  constantly  • 
le  rules  of  the  game,  flawless 
iplementation  isn’t  enough, 
sion  to  set  the  strategy  that 
Le  business  is  what  defines  ti 
f.  With  more  CMM  Level  5 
ly  other  company  in  the  wo 
nplementation  by  TCS  is  a  j; 


But  strategy  is  where  the  gam 


And  we  play  to  win 


Strategy  Consulting 
eBusiness 

Information  Technology 
Financial  Services  &  Securities 
Banking 
Insurance 

T  elecommunications 
Retail 

Manufacturing 
Health  Care 
Utilities 

Aviation/Transportation 
Government  T 


B-Schools  Hate 
This  Game 

RANK  RANKINGS  At  business 
schools  across  the  land,  from  Stanford 
to  Harvard  and  in  between,  "the  game" 
is  the  big  topic  every  spring  and  fall. 

But  this  game  is  no  classroom  lecture 
on  competition;  it's  the  annual  rankings 
of  business  schools  by  magazines, 
most  notably  U.S.  News  and  World 
Report  (which  releases  its  grades  in 
March  or  April)  and  BusinessWeek 
(which  hits  the  stands  each  October). 

In  little  more  than  a  decade,  those 
rankings  have  become  the  most  impor¬ 


tant  metric  for  business  schools, 
according  to  a  recent  study  by  Penn 
State  University  researchers.  A  shift  in 
the  standings  of  the  game  — as  the 
rankings  are  universally  termed  by 
business  school  staffs  — can  translate 
into  big  changes  in  applications,  dona¬ 
tions  and  grants.  "There's  all  the  differ¬ 
ence  in  the  world  between  a  top  10 
ranking  and  number  1 1  —or  worse  for  a 
business  school,  between  the  top  25 
and  number  26,"  says  Dennis  Gioia, 
professor  of  organizational  behavior  at 
the  Smeal  College  of  Business  Admin¬ 
istration  and  coauthor  of  the  report 
"The  Rankings  Game:  Managing 
Business  School  Reputation." 

But  that  game  is  one  the  participants 


would  rather  not  play.  In  interviewing 
deans  and  other  top  managers  at  the 
50  highest-ranked  business  schools, 
Gioia  repeatedly  heard  the  same  com¬ 
plaints:  Reducing  differences  among 
B-schools  to  a  single  number  is  ridicu¬ 
lous;  declaring  that  one  institution 
beats  all  the  rest  creates  a  false  con¬ 
test;  and  the  rules  of  this  game  change 
in  unforeseeable  ways  every  year  as 
magazines,  in  their  quest  for  creating 
best-selling  issues,  try  new  twists  in 
the  rankings.  As  much  as  the  schools 
hate  it,  however,  quitting  the  contest  is 
not  an  option,  Gioia  says.  Institutions 
that  refuse  to  submit  answers  to  the 
magazines'  annual  surveys  are  simply 
left  off  the  all-important  lists. 

Faced  with  the  impossibility  of  dis¬ 
placing  brand-name  schools  from  the 
top  of  the  lists,  some  business  schools 
have  focused  on  niches  such  as  entre- 
preneurialism.  But  that  strategy  has  its 
risks.  "The  market  can  change,"  Gioia 
says.  "A  lot  of  business  schools  mar¬ 
keted  their  e-business  programs,  for 
instance.  All  of  a  sudden,  e-business  is 
no  longer  hot  — and  those  schools  are 
left  twisting  in  the  wind." 

-Edward  Prewitt 


Is  There  a  Doctor  in  the  Mouse? 

ONLINE  HOUSE  CALLS  You've  had  a  scratchy  sore  throat 
for  a  week,  but  the  thought  of  waiting  on  hold  for  15  minutes 
only  to  schedule  a  doctor's  appointment  three  weeks  from 
now  doesn't  hold  much  appeal.  Well,  don't  go  herbal  just  yet. 
Healinx,  a  technology  vendor  based  in  Alameda,  Calif.,  has 
rolled  out  a  service  called  WebVisit  that  allows  patients  to 
consult  their  physicians  online. 

The  service  allows  patients  to  schedule  appointments, 
order  prescriptions  and  consult  their  physicians  for  nonurgent 
or  chronic  health-care  issues  via  either  their  physicians'  own 


websites  or  www.healinx.com .  When 
patients  log  on  to  WebVisit,  they  are 
asked  a  series  of  questions  regarding 
their  condition,  and  that  information  is 
organized  into  a  concise,  clinical  narra¬ 
tive  for  the  physician.  Doctors  are  pro¬ 
vided  with  customizable  treatment  options 
and  the  ability  to  prescribe  medications.  To  entice  doctors  to 
use  the  service,  they  are  paid  a  flat  fee  of  $20  each  time  they 
conduct  a  WebVisit. 

The  service  is  currently  available  to  members  of  the  Con- 
nectiCare  and  Blue  Shield  of  California  health  plans. 

-Daintry  Duffy 
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“No  sound?” 

^  “Nothing. 


It  should  work. 


A  stronger  electrical  current? 


“How  much  stronger,  Mr. Watson?” 

“All  we  got,  Mr.  Bell.” 


The  right  partner  at  the  right  time  can  mean  everything. 


If  not  for  this  partnership,  the  world  of  communications  wouldn’t  be  where  it  is  today. 

The  McGraw-Hill  Companies  understands  the  importance  of  having  the  right  partner,  be  it  in  business, 
finance  or  education.  Our  Standard  &  Poor’s  division,  in  addition  to  its  Credit  Market  Services, 

is  an  established  leader  in  real-time  data  and  analyses  for  the  Web.  Our  partners  include  Datek,  which  utilizes 
our  custom  Web-solutions,  E*TRADE,  whose  online  investors  rely  on  our  equity  research,  and  services  like  America  Online 
and  MSN,  to  whom  we  provide  market  data.  Now  we’d  like  to  hear  from  you.  For  more  information, 
e-mail  us  at  partners@mcgraw-hill.com  or  find  us  on  the  Web  at: 

www.  mcgraw-h  i  1 1  .com/partners 
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/hen  the  Rev.  R.  David  Keith  decided  to 
buy  a  2000  Cadillac  Deville,  he  says  the 
inclusion  of  OnStar,  a  General  Motors' 
GPS-based  information  service,  played  only 
a  small  role  in  his  decision. 

But  one  night  this  past  April,  the  system 
played  a  crucial  role  in  stopping  a  kidnap¬ 
ping  in  progress.  Keith  was  heading  home 
from  work  on  his  usual  route,  Highway  109 
near  Newark,  N.J.,  when  he  found  himself 
behind  a  van  being  driven  erratically.  Keith 
figured  it  was  someone  drunk  at  the  wheel, 
but  then  he  saw  legs  flailing  out  the  door 
of  the  van,  indicating  it  was  something 
more  than  that. 

While  following  the  van,  he  pushed  the 
emergency  button  on  his  car's  OnStar  sys¬ 
tem  and  explained  the  situation  to  an 
OnStar  adviser.  The  adviser  located  Keith's 
car  and  then  alerted  the  Newark  police  to 
his  exact  whereabouts.  Arriving  only  min¬ 
utes  after  Keith  placed  his  call,  the  police 
apprehended  the  driver,  a  convicted  felon, 
and  broke  up  the  kidnapping. 

"I  didn't  realize  it  was  a  kidnapping. 
Maybe  domestic  violence  or  something, 
which  is  just  as  bad.  I  saw  the  flailing  and 
alerted  the  police,"  Keith  says.  He  had 
used  the  system  "hundreds  of  times" 
before,  especially  the  concierge  service 
and  the  vehicle  diagnostic  feature,  but  that 
was  the  first  time  he'd  used  it  to  save 
someone's  life. 

As  a  result  of  his  bravery,  and  his  use  of 
the  OnStar  system,  Keith  received  the  VITA 
Wireless  Samaritan  Award  from  the  Cellu¬ 
lar  Telecommunications  and  Internet  Asso¬ 
ciation  at  a  June  ceremony  in  Washington, 
D.C.  Keith,  the  winner  from  New  Jersey, 
was  the  only  OnStar  user  to  win.  All  of  the 
winners  from  the  other  49  states  had  done 
their  good  deeds  with  cell  phones. 

-Joe  Sullivan 


Bosses,  Bosses,  Lend  Me  Your  Ear 


LISTEW  UP  Fat  paychecks  and  extensive  benefits  are  not  always 
the  recipe  for  retaining  your  employees.  Oftentimes  the  simple  act  of 
listening  and  giving  your  staff  the  attention  they  deserve  works  better 
than  weekly  massages  and  free  shoe  shines. 

So  says  The  Hampton  Group,  a  Washington,  D.C.,  communications 
consultancy,  which  recently  released  a  survey  of  250  business  profes¬ 
sionals  who  identified  the  five  listening  habits  most  irritating  to 
employees.  Respondents  answered  the  following  question:  "Think  of 
when  you  are  the  speaker.  What  behavior  do  bad  listeners  exhibit?" 
Here  are  the  top  five  dos  and  don'ts. 

1.  Don't  interrupt.  When  you  interrupt  an  employee,  you  are  pulling 
focus  away  from  her  message  and  bringing  it  back  to  yourself.  Listen 
to  ideas,  don't  dictate  them. 

2.  Make  eye  contact.  Eye  contact  reassures  employees  that  you  are 
listening  and  attentive  to  their  ideas. 

3.  Give  employees  feedback.  When  an  employee  approaches  you 
with  an  idea,  it  is  because  she  wants  your  opinion  and  advice.  Giving 
feedback  makes  for  a  happier  worker. 


4.  Don't  take  calls.  Let  the  employee  finish  his  thoughts.  Answering 
the  phone  during  the  conversation  tells  your  employee  the  call  is 
more  important. 


5.  Don't  read  the  newspaper.  This  appears  axiomatic,  but  put  down 
the  paper  when  an  employee  is  trying  to  tell  you  something.  You 
can't  focus  on  two  things  at  the  same  time.  -Joe  Kendall 
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ANYONE  WORKING 


AT  YOUR  COMPANY 


should  have 
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their  head  examined 
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How  else  can  you  be  sure  they  have  the  skills  to  do  the  job 
right?  If  knowledge  is  your  company’s  key  asset,  it  pays  to 
measure  it  with  Brainbench. 

As  the  leading  online  testing  provider,  we  validate  skills  in  over 
400  distinct  categories  for  such  companies  as  IBM,  PeopleSoft 
and  EDS.  Like  them,  you  can  gain  significant  competitive  and 
operational  advantages.  By  using  Brainbench  services  you  will; 

Win  bids  against  tough  competitors  by  proving  you  have 
the  best  team 

Improve  profitability  by  cutting  down  on  project  overruns 
and  mistakes 

Boost  workforce  performance  through  smarter  hiring, 
training  and  assignments 

Our  customers  say  that  those  companies  not  using  Brainbench 
online  skills  testing  should  probably  have  their  head  examined. 
So  why  not  take  a  moment  to  find  out  more  about  how  Brainbench 
can  help  keep  your  company  ahead  of  the  competition?  For  more 
information  about  our  services,  just  call  or  e-mail  us. 
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Last  year  alone,  Brainbench  issued  over 
45%  of  ail  IT  certifications.  This  makes 
Brainbench  the  leader  in  this  field.  Not 
surprisingly,  we  are  also  the  only  online 
certification  company  to  earn  the 
coveted  ISO  9001  certification. 


703-437-4800  sales@brainbench.com  www.brainbench.com 
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WHAT  WOULD  HAVE 
HAPPENED  IF 
JULIUS  CAESAR  HAD 
OUR  TECHNOLOGY? 


RESHAPING  THE  NEW  CORPORATE  ORGANISM  By  Tom  Davenport 


I  Saw  It  Coming 

OK.  Maybe  I  was  a  little  ahead  of  my  time  when  I  predicted  the  IT  recession  of 
1998.  But  the  lessons  we  can  learn  from  this  one  are  timeless. 


IT'S  PART  OF  MY  JOB  TO  MAKE  PREDICTIONS  ABOUT 

the  future  of  business  and  information  systems.  Overall 
I’ve  got  a  pretty  decent  track  record — anticipating  the 
rise  of  reengineering,  enterprise  resource  planning 
(ERP)  systems  and  knowledge  management — but  I 
missed  the  Internet.  Of  course,  had  I  predicted  the 
Internet  movement,  I’d  probably  be  sipping  rum 
punches  on  a  beach  in  Bali,  which  would  doubtless  have 
increased  my  chances  of  skin  cancer  and  liver  disease, 
so  maybe  it’s  just  as  well. 

I  am  feeling  a  little  smug,  however,  about  a  predic¬ 
tion  I  made  in  1996. 

In  a  widely  read  (by  almost  every  member  of  my 
family)  article,  I  wrote  about  the  IT  Recession  of  1998 
(OK,  so  I  was  a  little  ahead  of  my  time),  in  which  the 
world  economy  would  go  downhill  because  consumers 
and  businesses  would  stop  buying  IT.  All  of  a  sudden 
people  would  begin  to  realize  that  new  computers  don’t 


really  improve  their  productivity,  and  they’d  just  close 
their  wallets.  Since  IT  has  driven  most  of  our  economic 
growth  during  the  past  decade,  I  was  pretty  sure  we’d 
have  substantially  lower  growth  if  people  stopped  buy¬ 
ing  technology.  “The  first  sign  of  the  recession,”  I  wrote, 
“came  when  the  stock  prices  of  technology  companies — 
particularly  such  technology  leaders  as  Intel,  Microsoft, 
Hewlett-Packard,  Cisco  Systems  and  personal  computer 
companies  such  as  Compaq  and  Dell — plummeted.” 
Viola!  That  has  all  come  to  pass. 

Of  course,  no  futurist  is  perfect,  and  I  was  a  little 
shaky  on  the  details.  Had  I  shorted  those  companies’ 
stocks  in  1998,  I’d  have  missed  out  on  a  great  deal  of 
growth.  I  also  stated  (tongue  planted  firmly  in  cheek) 
that  the  precipitating  event  for  the  economic  downturn 
was  a  widely  publicized  study  by  information  systems 
academics  showing  no  relationship  between  IT  use  and 
productivity,  profitability  or  other  measures  of  business 
success.  At  the  time,  I  knew  that  it  was  highly  unlikely 
that  IT  academics  would  bring  down  the  world  econ¬ 
omy,  but  I  hoped  such  speculation  would  spur  my  fel¬ 
low  academics  to  try  to  have  a  greater  influence  on 
actual  practice.  Needless  to  say,  I  failed  in  that  objective. 

Not  that  there  haven’t  been  a  few  academic  articles 
suggesting  that  the  IT  emperor  has  no  clothes.  One  of 
particular  relevance  was  written  in  1999  by  Northwest¬ 
ern  University  economist  Robert  Gordon,  titled  “Has 
the  ‘New  Economy’  Rendered  the  Productivity  Slow¬ 
down  Obsolete?”  In  it,  he  put  to  rest  the  widespread 
belief  that  the  computer  revolution,  the  Internet  and 
other  aspects  of  the  new  economy  were  responsible  for 
a  huge  gain  in  economic  productivity.  Gordon  demon¬ 
strated  statistically  that  virtually  all  the  productivity 
gains  in  American  industry  came  from  the  computer 
industry  itself.  And  virtually  all  of  the  gains  in  that 
industry  come  from  the  so-called  hedonic  pricing 
approach  to  measuring  productivity,  which  makes  the 
computer  industry  look  more  productive  if  it  produces 
faster  computers  at  the  same  price  with  the  same  labor 
content.  In  other  words,  if  Compaq  produces  a  1GHz 
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PC  with  the  same  labor  it  takes  to  produce  a  500MHz 
PC,  the  industry  appears  twice  as  productive. 

Of  course,  that’s  exactly  what  the  industry  has  been 
doing  in  spades  for  the  past  20  years.  Without  the  com¬ 
puter  industry— or  without  the  assumption  that  more 
computer  speed  means  greater  productivity  for  that 
industry— there  has  actually  been  a  slowdown  in  pro¬ 
ductivity  growth  in  recent  years.  Gordon’s  work  was 
largely  ignored— perhaps  because  highly  prominent 
individuals  like  Jack  Welch,  Alan  Greenspan  and  even 
Bill  Clinton  were  stating  the  opposite. 

So  we  are  left  with  the  distinct  possibility  that  all  our 
self-congratulatory  boasting  about  the  beneficial  effects  of 


Has  all  our  self-congratulatory 
boasting  about  the  beneficial 
effects  of  IT  on  business 
during  the  past  few  years 
been  one  big  hallucination? 


IT  on  business  during  the  past  few  years  has  been  one  big 
hallucination.  Can  this  really  be  true?  And  how  can  we 
turn  such  depressing  news  into  something  more  positive 
for  us  as  individuals,  companies  and  the  entire  economy? 

Yet  the  lack  of  productivity  can  be  true — or  at  least 
plausible — to  me.  Computers  and  networks  can  yield 
fantastic  benefits  in  reduced  time  and  labor,  but  in 
many  cases  we’re  just  not  there  yet.  We  still  don’t  know 
how  to  use  IT  to  improve  business  processes  on  a  reli¬ 
able  basis.  We  still  implement  lots  of  systems  without 
any  real  business  benefit.  And  we  still  require  vast 
numbers  of  people  to  build,  implement  and  maintain 
our  computer  systems — from  the  individual  knowledge 
workers  futzing  around  with  their  PCs  to  the  hordes 
putting  in  and  operating  ERP  systems.  I’m  still  opti¬ 
mistic  about  the  potential  of  this  technology  to  trans¬ 
form  our  economy,  but  we  need  to  make  some 
permanent  changes  in  how  we  manage  the  stuff.  What 
can  we  do  to  turn  this  ship  around?  I’ve  got  a  few  ideas. 
Focus  on  information,  not  technology.  I  called  my 
somewhat  prescient  1996  article  “The  Second  Informa¬ 
tion  Revolution”  because  I  hoped  that  the  IT  Recession 
of  1998  would  lead  businesspeople  to  focus  on  infor¬ 
mation,  not  technology  as  they  had  done  in  the  first 
information  revolution.  This  conclusion  involved  a 
high  level  of  wishful  thinking  on  my  part,  and  we  have 


yet  to  see  any  signs  of  this  developing.  But  the  ultimate 
productivity  test  to  apply  to  any  new  technology  is: 
What  information  will  it  provide?  How  will  we  use  the 
information  once  we  have  it?  Can  we  get  the  informa¬ 
tion  without  buying  or  building  a  new  system?  Then 
we  need  to  ask  whether  we  really  need  the  information 
or  if  we  can  get  by  without  it. 

Institutionalize  reengineering  and  process  change. 

While  reengineering— the  radical  transformation  of  busi¬ 
ness  processes  with  the  aid  of  IT — turned  out  to  be  dif¬ 
ficult  to  do,  it  and  more  incremental  forms  of  process 
change  are  really  the  only  ways  to  use  technology  pro¬ 
ductively.  If  we’re  going  to  get  value  from  new  systems, 
we  almost  always  have  to  change  the  way  we  work. 
Reengineering,  continuous  improvement  methods  and 
quality  programs  can’t  be  fads — they  have  to  become  part 
of  the  fabric  of  your  organization. 

Buy  for  stability  and  reliability.  The  biggest  complaint 
I  have  against  personal  computing  technologies  is  that 
they’re  still  too  damn  unreliable.  Knowledge  workers  at 
home  and  in  the  office  spend  ridiculous  amounts  of  time 
restarting,  reconfiguring  and  refining  their  PCs  and  soft¬ 
ware  environments.  Tell  your  vendors  that  reliability  and 
stability  are  your  primary  criteria  in  purchasing  new  IT 
equipment.  Establish  a  common  operating  environment 
for  personal  technologies— including  widely  used  devices 
like  PDAs — and  tell  employees  that  you  won’t  support 
nonstandard  configurations. 

Insist  that  vendors  research  consumer  behavior. 

A  lot  of  the  productive  capacity  of  our  economy  is 
wasted  on  technologies  that  nobody  wants.  Vendors  of 
technologies  should  work  much  harder  to  ascertain 
whether  customers  will  really  want  their  products  and 
what  price  they  will  pay  for  them.  Before  they  spend  bil¬ 
lions  on  implementing  the  models,  vendors  of  new  IT- 
enabled  business  models — for  example,  buying  groceries 
over  the  Internet — should  do  a  lot  more  market  research 
to  discover  whether  anyone  wants  to  buy  this  way. 

I  hope  the  IT  recession  of  2001  comes  to  an  end  soon. 
This  time,  however,  our  prosperity  needs  a  sounder  foot¬ 
ing.  Buying  IT  that  we  didn’t  need  may  have  helped  our 
economy  in  the  short  run,  but  such  schemes  are  bound 
to  collapse  eventually.  Productivity  and  a  sound  econ¬ 
omy  are  achieved  over  the  long  run  only  by  using  tech¬ 
nology  and  people  to  improve  how  we  work.  HI 


Tom  Davenport  is  the  director  of  the  Accenture  Institute  for  Strategic 
Change  and  a  distinguished  scholar  at  Babson  College.  His  research  and 
writing  straddles  — and  occasionally  falls  into— the  gap  between  people 
and  information  systems.  You  can  reach  him  aXdavenport@darwinmag.com. 
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Synygy  has  a  ten-year  history  of  successfully  implementing  Enterprise  Incentive  Management  (EIM) 
software  on  time,  within  budget,  and  with  consistently  high  client  satisfaction. 

Synygy  has  helped  Sun  Microsystems,  GE  Lighting,  DuPont,  Bausch  &  Lomb,  Fleet  Mortgage  Group,  Johnson  &  Johnson,  Coors  Brewing,  Siemens,  and  dozens  of 
other  Global  2000  companies  turn  their  variable  pay  plans  from  an  operational  hassle  into  a  strategic  advantage. 

Synygy  delivers  “software  as  a  service”  — providing  a  full  spectrum  of  EIM  solutions  from  enterprise  software  to  ASP  to  complete  plan  management 
outsourcing— all  with  no  up-front  cost  to  purchase  software. 

Visit  www.synygy.com  today  to  request  free  white  papers  and  case  studies.  Or  call  us  at  610-664-7433  x7970  to  learn  about  The  Synygy  Guarantee  and  why 
our  success  has  made  us  the  largest  provider  of  EIM  software  and  services.  We  guarantee  that  you  too  will  be  satisfied  with  your  Synygy  EIM  solution  — or 
we’ll  give  you  your  money  back! 

S  Y  H  Y  G  Y. 

The  Incentive  Compensation  Company 


www.synygy.com 
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AMD 
MAKES  IT 
POSSIBLE. 


Fortune  500  companies  demand  100%  uptime  and  reliability.  No  breaks.  No  glitches.  No  excuses. 
That’s  why  they  rely  on  Rackspace  Managed  Hosting  to  handle  their  web  sites.  And  Rackspace, 
in  turn,  trusts  AMD.  Surprised?  You  shouldn’t  be.  During  the  past  two  years,  thousands  of 
AMD  processor-based  servers  at  Rackspace  have  delivered  rock-solid  reliability.  The  scalability 


to  endure  monstrous  spikes.  And  the  real-world  capability  that  makes  it  possible  for  Rackspace 
to  offer  not  just  great  service,  but  guaranteed  service.  The  fact  of  the  matter  is,  people  who  rely 
on  technology  rely  on  AMD.  So  if  your  business  has  to  meet  expectations  for  the  toughest 
customers,  find  out  how  AMD  makes  it  possible.  Learn  more  at  www.amd.com/rackspace 
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BUILDING  EFFECTIVE  CUSTOMER  RELATIONSHIPS  By  Patricia  Seybold 


You're  Not  the  Boss  of  Me 

Stop  fighting  over  customers  with  your  channel  partners,  or  you'll  both  lose 
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WHO  "OWNS"  MY  CUSTOMER  INFORMATION? 

Volvo  or  my  Volvo  dealer?  The  question  epitomizes  one 
of  today’s  thorniest  business  problems:  How  can  man- 
ufacturers  capitalize  on  the  potential  of  e-business 
without  alienating  their  traditional  channel  partners? 

Manufacturers  dependent  on  dealers  and  retailers  to 
sell  and  support  their  products  have  been  tiptoeing 
around  their  channel  partners  since  the  advent  of 
the  Internet.  (Actually,  they  were  tiptoeing  before,  but 
post-Internet  tiptoeing  has  become  much  louder.)  At 
issue  is  ownership  of  the  customer  relationship — and 
its  impact  on  the  bottom  line.  Dealers  and  retailers  are 
paranoid  about  ceding  any  customer  information  to  the 
manufacturer  for  fear  they’ll  be  cut  out  of  the  relation¬ 
ship  and  hence  lose  profits. 

But  wrangling  over  ownership  of  customer  infor¬ 
mation  and  customer  relationships  is  not  only  coun¬ 
terproductive,  it’s  pointless.  The  customer  owns  the 


relationship.  Ultimately,  customers  have  the  final  say 
on  the  length— and  depth— of  their  relationships  with 
companies,  dealers  and  retailers  as  well  as  how  much 
personal  data  they’ll  share  with  each  party  With  more 
information  at  their  fingertips  and  rising  expectations 
for  customer  service,  today’s  customers  expect  manu¬ 
facturers  to  make  their  products  available  through  the 
distribution  channels  that  are  most  convenient  for 
them— including  the  Web  and  phone.  Customers 
increasingly  demand  a  seamless  experience  when  it 
comes  to  presales,  sales,  support,  service,  repairs,  deliv¬ 
ery  and  ancillary  products.  And,  lo  and  behold,  they 
expect  the  product’s  manufacturer  to  take  responsibil¬ 
ity  for  the  quality  of  their  end-to-end  experience. 

The  Customer's  Perspective 

My  experience  as  a  customer  is  a  case  in  point.  As  a 
Volvo  owner,  I  want  a  transparent  relationship  between 
the  car  manufacturer  and  the  car  dealership  I  go  to  for 
service.  I  want  my  warranty  and  service  records  accu¬ 
rately  maintained.  I  want  to  be  notified  of  any  problems 
with  my  car  model,  and  I  expect  to  receive  special 
offers  that  will  seduce  me  into  taking  better  care  of  my 
car  or  buying  a  new  one.  If  Volvo  lives  up  to  my  expec¬ 
tations,  when  my  lo-year-old  car  gives  up  the  ghost,  I 
may  stick  with  the  brand  I’ve  known  and  loved  for  20 
years.  If  I’m  happy  with  the  service  I’ve  received,  I  may 
buy  my  car  from  the  same  dealership.  The  bottom  line 
is  that  continuing  the  relationship  is  my  choice. 

Similarly,  when  I  buy  a  Hewlett-Packard  printer  at 
Best  Buy,  I  expect  HP  to  stand  behind  the  product,  to 
fix  it  if  it  breaks  and  to  offer  me  great  deals  on  printing 
supplies.  In  fact,  now  that  I  have  a  printer  that  can 
automatically  reorder  its  own  supplies  from  HPshop- 
ping.com  when  it’s  running  low  on  ink,  I’ll  expect  all 
future  HP  purchases  to  be  similarly  self-sufficient.  From 
Best  Buy  I  want  the  convenience  of  shopping  locally,  the 
opportunity  to  select  the  right  product  from  an  assort¬ 
ment  of  options  and  a  competitive  price.  And  if  I  decide 
to  return  or  exchange  my  printer,  I  want  both  the  store 
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and  HP  to  make  it  easy  for  me  to  do  so.  I  may  choose 
to  have  a  one-time  relationship  with  Best  Buy  and  a 
longer-term  product  life  cycle  relationship  with  HP.  Or, 
I  might  buy  all  my  home  computer  products  from  Best 
Buy,  regardless  of  brand.  Again,  it’s  up  to  me. 

In  these  two  cases,  neither  the  manufacturer  nor  the 
dealer  owns  my  information  or  my  relationship. 
Instead,  I  control  the  relationship,  and  I  decide  how 
much  information  to  share  with  them  in  exchange  for 


might  say,  “Your  warranty  is  about  to  expire.  Would 
you  like  to  purchase  the  warranty  extension?  And 
wouldn’t  you  like  to  take  your  car  in  for  service  before 
it  expires?”  The  result:  happy  customers  and  higher 
profits.  Warranty  extension  sales  increased  from  n  per¬ 
cent  to  30  percent,  and  the  dealers’  service  business 
(where  they  make  most  of  their  profits)  increased  a 
whopping  60  percent.  Vauxhall  wisely  did  not  charge 
its  dealers  for  the  use  of  the  CRM  system,  nor  for  the 


The  issues  of  control  over  customer  relationships 
are  bogus  in  today's  customer  economy. 


better,  more  personalized  service.  For  example, 
although  I  have  chosen  to  remain  anonymous  with  Best 
Buy,  I’ve  registered  with  HP  because  it  offers  me  con¬ 
venient  services  I  value.  But  the  manufacturers  and 
their  channel  partners  do  have  control  over  something 
that’s  very  important  to  me:  the  quality  of  the  customer 
experience  they  offer.  And,  whether  I’m  buying  a  car 
or  a  printer,  if  there’s  a  problem  with  the  dealer  expe¬ 
rience,  it  reflects  badly  not  only  on  the  dealer  but  also 
on  the  manufacturer,  and  vice  versa. 

Vauxhall's  Coordinated  Approach 

U.K. -based  Vauxhall  Motors,  a  division  of  General 
Motors,  is  a  prime  example  of  an  organization  doing  a 
good  job  of  sharing  both  customer  information  and 
stewardship  of  customer  relationships.  The  Vauxhall 
division  has  been  the  most  aggressive  of  GM’s  world¬ 
wide  operations  in  listening  to  customers  and  actively 
working  to  improve  the  quality  of  the  customer  expe¬ 
rience.  The  impressive  results  have  led  GM  to  apply  the 
Vauxhall  lessons  in  other  parts  of  the  world. 

In  1998,  Vauxhall’s  customers  told  the  company  that 
they  were  tired  of  being  barraged  with  disconnected 
offers  from  different  arms  of  the  company.  What  did 
Vauxhall  do?  It  refocused  a  customer  relationship  man¬ 
agement  (CRM)  system  that  had  been  used  for  direct 
mail  marketing  into  a  shared  resource  to  be  used  by  all 
of  the  partners— GMAC  financing,  GM  Card,  CGU 
Insurance,  SureGuard  warranty,  various  direct  market¬ 
ing  and  telemarketing  agencies,  and  the  dealers— that 
“touched”  Vauxhall’s  customers.  Then,  Vauxhall  coor¬ 
dinated  all  of  its  outreach  programs  around  key  cus¬ 
tomer  scenarios  such  as  car  service,  warranty  expiration, 
insurance  renewal  and  refinancing.  Customers  who 
met  the  criteria  for  a  scenario  received  one  coordinated 
pitch  bundling  all  relevant  offers.  For  example,  an  offer 


outbound  calls  it  made  on  the  dealers’  behalf.  Vauxhall 
management  understood  that  the  better  the  experience 
for  customers,  the  more  profitable  the  relationships 
would  be  for  all  parties  concerned. 

Next,  in  November  lggg  Vauxhall  piloted  selling 
directly  to  consumers  via  the  Internet,  offering  three 
popular  configurations  of  its  Astra  line  as  dotcom  edi¬ 
tions.  The  cars  were  delivered  and  serviced  by  the  deal¬ 
ers,  who  made  a  smaller  commission  on  the  dotcom 
sales  but  did  less  of  the  work.  Vauxhall’s  450  U.K.  deal¬ 
ers  were  cautious  at  first,  but  the  pilot  went  well;  1,000 
cars  sold  online  in  the  first  nine  months.  Although  that 
represented  only  2  percent  of  sales,  the  figure  is  remark¬ 
able  given  that  Vauxhall  sells  80  percent  of  its  cars 
wholesale  to  fleet  buyers.  So  after  a  year,  the  dealers 
agreed  to  extend  the  program  to  all  Vauxhall  models, 
making  GM’s  Vauxhall  the  world’s  first  car  manufac¬ 
turer  to  offer  all  of  its  models  directly  via  the  Internet. 

What  can  we  learn  from  Vauxhall?  Customers  value 
a  blended  channel  strategy.  They  often  like  to  buy 
directly  from  the  manufacturer,  but  they  also  want  the 
convenience  of  local  service  and  delivery.  They  appreci¬ 
ate  it  when  dealers  and  the  manufacturer  work  together 
to  provide  a  seamless  customer  experience.  The  issues 
of  control  over  customer  information  and  customer 
relationships  are  bogus  in  today’s  customer  economy. 
In  the  end,  the  customer  controls  his  information  and 
his  relationships.  The  manufacturer  and  the  distribu¬ 
tion  partner  are  merely  stewards  of  that  information, 
and  they  need  to  focus  on  co-owning  the  responsibil¬ 
ity  of  delivering  a  great  customer  experience.  PI 

Have  a  customer  issue  you'd  like  Darwin  to  address?  Send  it  via  e-mail 
to  contact@darwinmag.com.  Patricia  Seybold,  author  of  The  Customer 
Revolution:  How  to  Thrive  When  Customers  Are  in  Control  (Crown  Business, 
2001),  is  CEO  of  the  Patricia  Seybold  Group. 
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"We  need  computers 
for  the  new  offices  by  next  week." 

Translation:  We  need  a  miracle  by  next  week. 


CDW} 

Computing  Solutions 
Built  for  Business  ® 
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At  CDW,  we  understand 
what  it  can  be  like 
for  your  IT  department. 


MASTERING  THE  E-BUSINESS  ENVIRONMENT  By  Scott  Kirsner 


Sharp  Focus 

Is  videoconferencing  ready  for  its  close-up?  Not  quite  yet. 


FOR  A  LONG  TIME,  I  THOUGHT  THAT  THE  LEAST- 

funny  show  on  network  TV  was  Everybody  Loves 
Raymond.  I  was  exposed  to  it  on  American  Airlines 
flights,  as  part  of  the  en  route  entertainment.  My  laptop 
battery,  typically,  was  dead  from  hours  of  work  com¬ 
pleted  during  the  inevitable  delays  at  the  gate  or  on  the 
taxiway.  So  I  had  no  other  option  but  to  watch  it. 

Then,  American  Airlines  started  showing  King  of 
Queens  on  its  flights,  and  I  realized  I  had  been  wrong. 
This  was  the  least-funny  show  on  network  TV. 

That’s  the  story  of  business  travel,  circa  2001.  Just 
when  you  think  it  can’t  get  worse,  it  somehow  does. 

Shortly  after  my  introduction  to  King  of  Queens  ear¬ 
lier  this  year,  I  started  to  notice  a  string  of  news  items 
from  the  world  of  videoconferencing.  PolyCom,  the 
Milpitas,  Calif. -based  company  best  known  for  its 
futuristic-looking  speakerphones,  bought  Andover, 
Mass. -based  videoconferencing  company  PictureTel  for 
$362  million.  Then,  another  West  Coast  videoconfer¬ 
encing  company,  First  Virtual  Communications,  merged 


with  another  East  Coast  company,  CuSeeMe  Networks. 

Remember  videoconferencing?  Remember  all  the 
vendors  and  pundits  who  promised  that  we’d  all  be 
meeting  virtually  by  now,  smiling  into  a  camera  at  dis¬ 
tant  colleagues?  Maybe  that  was  a  solution  to  my  King 
of  Queens  problem.  In  my  reporting,  I  fly  around  the 
world  to  interview  people  in  person.  Is  videoconfer¬ 
encing  technology  poised  to  reduce  the  number  of 
times  we  have  to  get  on  planes?  Can  it  improve  collab¬ 
oration  and  communication?  Or  is  it  yet  another  tech¬ 
nology  that’s  perpetually  going  to  remain  five  years  off? 

Talking  to  videoconferencing  vendors  is  like  talking 
to  revolutionaries  who  have  been  on  the  front  a  few 
years  too  long.  They  still  believe  that  video  will  be  an 
important  part  of  how  people  meet  and  work  together 
in  the  future,  but  many  of  them  have  grown  weary  of 
predicting  when  that  future’s  going  to  get  here. 

The  price  of  videoconferencing  equipment  and  the 
bandwidth  required  for  each  call  has  dropped  dramat¬ 
ically.  Room-based  systems,  which  can  be  used  to  con¬ 
nect  a  conference  room  in  Dallas  with  one  in  Dublin, 
Ireland,  can  now  be  bought  for  under  $5,000.  Desktop 
systems,  which  might  be  used  for  a  quick  one-on-one 
conversation  about  a  document  revision,  only  cost 
about  $150  a  seat,  according  to  Tracy  Wemett,  director 
of  marketing  at  First  Virtual  Communications’  office  in 
Nashua,  N.H.  And  new  systems  communicate  using 
Internet  protocol,  which  reduces  the  cost  of  connectiv¬ 
ity  relative  to  an  ISDN  line. 

Wemett  estimates  that  videoconferencing  has  “pen¬ 
etrated  into  about  25  percent  to  50  percent  of  the  For¬ 
tune  500.”  But  employees  who  have  access  to  video- 
conferencing  equipment  simply  don’t  use  it  regularly, 
she  says.  The  technology  isn’t  yet  as  user-friendly  or 
reliable  as  the  telephone.  “What’s  going  to  make  this 
industry  take  off  is  when  we  have  video  really  brought 
to  the  desktop,  much  like  the  phone,”  says  Andrew 
Davis,  senior  analyst  at  Wainhouse  Research,  a  media 
technology  research  company  in  Boston.  “Today,  when 
you  make  a  video  call,  there’s  an  unreasonably  high 
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ILLUSTRATION  BY  JOSEF  GAST 


LOOKING  FOR  POWERFUL  SOFTWARE 
TO  INTEGRATE  YOUR  CORPORATE  AND 
CUSTOMER  DATA  IN  REAL-TIME? 


DataMirror. 
Integrate 
Oracle 
DB2  UDB 
SQL  Server 
Sybase 
SAP 
PeopleSoft 
J.D.  Edwards 
CRM 
Now. 


Corporate  and  customer  data  buried  in  incompatible 
systems  is  worthless  unless  it  can  be  easily  and 
quickly  accessed  by  all  who  need  it  -  employees, 


. 


business  partners  and  customers.  Only  with  real-time, 
bi-directional  data  integration  technology  can 
companies  realize  the  full  potential  of  their  business 
intelligence,  CRM  and  e-Business  initiatives. 

DataMirror  real-time  data  integration  software  rapidly 
integrates  enterprise  applications  and  databases  to 
help  keep  corporate  and  customer  data  accessible  and 
available  24/7.  DataMirror  software  helps  companies 
achieve  21st  Century  competitiveness  -  empowering 
users  with  real-time  data  such  as  inventory  levels, 
delivery  schedules  and  order  status  that  can  be 
difficult  to  access. 

Powerful  DataMirror  solutions  transform  the 
experience  of  doing  business  with  the  end-to-end 
integration  and  out-of-the-box  flexibility  required  to 
help  people  work  faster  and  smarter  now. 


m  DATAMIRROR  RESOURCE  CENTER 
SOFTWARE  I  SOLUTIONS  I  BEST  PRACTICES 

www.datamirror.com/resourcecenter 

FOR  MORE  INFORMATION  CALL  1  800  362-5955 


DataMirror 

The  experience  of  now.  “ 


Copyright  ©  2001  DataMirror  Corporation.  All  rights  reserved.  DataMirror  and  The  experience  of  now  are  trademarks  or  registered  trademarks  of  DataMirror  Corporation. 
All  other  brand  or  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies. 
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probability  that  the  call  will  not  go  through.” 

The  morning  I  spoke  with  Davis,  he’d  just  attempted 
to  make  two  video  calls.  The  first  call  to  Germany 
wasn’t  successful— he  could  see  a  picture  but  no  audio. 
The  second,  with  a  colleague  in  Boston,  worked  well— 
but  only  because  the  caller  had  a  high-speed  cable 
modem  and  extensive  technical  knowledge  about  how 
to  configure  his  system. 

Wemett  at  First  Virtual  argues  that  the  technologies 
are  becoming  less  complex  and  more  dependable,  and 
she  says  that  once  video  is  integrated  into  applications 
that  we  already  use— such  as  instant-messaging,  docu¬ 
ment  editing,  product  design— we  will  begin  to  view  it 
as  essential,  like  e-mail. 

Companies  that  have  been  early  to  adopt  videocon- 

It  may  be  another  five 
years  before  I  could  call  you  up 
to  interview  you  for  my  next 
column,  face-to-face. 

ferencing  tell  some  compelling  stories  about  how  it 
enables  them  to  speed  up  processes  and  solve  problems 
faster.  At  heavy  equipment  manufacturer  Caterpillar, 
Gus  Otto  recalls  the  time  that  supervisors  at  a  manu¬ 
facturing  plant  in  Lafayette,  Ill.,  discovered  a  hairline 
crack  in  a  part.  “They  wanted  the  engineers  to  take  a 
look  before  they  continued  the  assembly,”  says  Otto,  a 
senior  systems  analyst  architect.  “We  connected  five 
locations  together  [in  a  videoconference].  The  design 
engineers  asked  to  see  a  close-up  of  where  the  crack 
was,  and  there  was  a  second  camera  on  the  factory 
floor.  The  engineers  compared  the  part  with  the  crack 
to  their  CAD  drawings,  and  they  solved  the  problem.” 

At  Caterpillar,  encouraging  employees  to  use  video  is 
not  an  issue,  Otto  says.  “We  have  videoconferencing 
capability  at  each  of  our  258  locations  around  the  world. 
Each  location  uses  it  more  than  once  a  day  and  that  adds 
up  to  thousands  of  hours  a  month,”  he  says.  “The  real 
driver  for  us  isn’t  saving  travel  expenses,  but  it’s  the  abil¬ 
ity  to  have  a  competitive  edge,  to  make  decisions  faster.” 

Chris  Duncan  of  Dow  Chemical  says  that  his  com¬ 
pany  has  installed  five  videoconferencing  systems — cost¬ 
ing  about  $50,000  each— at  customers’  manufacturing 
sites.  “We  have  a  wireless  camera  that  they  can  take 
around,  which  is  connected  to  a  PictureTel  base  station,” 
says  Duncan,  the  global  leader  of  e-communication  tech¬ 


nology  at  Dow  in  Midland,  Mich.  “They  can  dial  us  up, 
and  we  can  solve  problems  via  video,  rather  than  having 
a  service  person  get  in  his  car  or  hop  on  a  plane.  It’s  a 
very  inexpensive  customer  support  mechanism.” 

But  ask  Duncan  or  Otto  how  they  measure  video¬ 
conferencing’s  payback,  and  they  go  fuzzy.  You  can  try 
to  track  the  dollar  value  of  trips  that  are  rendered  super¬ 
fluous  by  videoconferences.  But  Duncan  says,  “The  big 
benefit  is  immediacy  and  speed  to  market.  It  lets  us 
respond  to  customers  more  quickly  and  improves  our 
productivity.”  All  things  that  are  tough  to  quantify. 

Otto  says  Caterpillar  doesn’t  have  metrics  for  track¬ 
ing  videoconferencing’s  ROI.  “But  when  you  are  as 
profitable  as  we  are,  you  figure  we  must  be  making  the 
right  decisions,”  Otto  says.  “Everything  contributes  to 
our  bottom  line.  Because  we’re  a  global  company,  video 
is  crucial.” 

Companies  that  aren’t  as  profitable  as  Caterpillar  these 
days  may  have  a  tough  time  justifying  a  major  organiza¬ 
tionwide  investment  in  videoconferencing.  What  might 
make  more  sense  is  identifying  employees  who  think 
video  technology  can  improve  the  communication 
between  two  departments  or  accelerate  a  project’s 
progress  and  letting  them  experiment  with  desktop 
video  or  low-end  room  systems. 

“I  don’t  think  we’re  going  to  be  talking  about  video¬ 
conferencing  for  much  longer,”  says  Jacob  Golbitz,  a  for¬ 
mer  research  analyst  at  the  Boston-based  investment 
bank  Fechtor,  Detwiler  &  Co.  who  has  covered  the 
industry.  “We’re  going  to  be  talking  about  video  collab¬ 
oration-working  together  on  a  spreadsheet  or  design¬ 
ing  a  CRM  database,  and  using  video  as  part  of  that.  As 
technology  makes  the  economy  as  a  whole  more  effi¬ 
cient,  it  forces  every  company  to  become  more  efficient. 
Video  collaboration  will  be  an  important  tool.” 

If  industry  analysts  and  vendors  are  right,  though,  it 
may  be  another  five  years  before  video  technology  is  so 
ubiquitous  that  you  could  dial  up  a  colleague  in  Ams¬ 
terdam  this  minute  to  talk  through  a  PowerPoint  pre¬ 
sentation,  or  I  could  call  you  up  to  interview  you  for 
my  next  column,  face-to-face. 

They  could  be  wrong,  of  course.  No  one  would  have 
predicted  that  e-mail  would  become  such  a  widely 
used  tool,  so  fast.  I’m  hoping  they  are.  Five  years  is  a  lot 
of  in-flight  episodes  of  King  of  Queens  to  endure.  R1 


Boston-based  writer  Scott  Kirsner  wonders  which  will  come  first:  ubiq¬ 
uitous  videoconferencing  or  a  new  runway  at  Logan  Airport.  He  can  be 
reached  via  e-mail  at  kirsner@att.net.  Send  column  feedback  to 
ecosystem  @darwinmag.  com . 
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Can  you  afford  to  guess  which  projects  will  provide  the  most  value  to 
your  company? 


PrimaveraTeamPlay®  lets  you  confidently  pick  your  clear  project  winners. 

Wrap  your  arms  around  all  of  your  projects  using  PrimaveraTeamPlay  from  Primavera  Systems-  the  world’s 
leading  developer  of  project  management  software.  PrimaveraTeamPlay  provides  the  easiest  way  to  track  and 
prioritize  all  of  your  projects  to  improve  execution  and  predictability.  You’ll  be  able  to  respond  quickly  to  market 
changes  and  choose  the  projects  that  match  best  with  your  business  goals. 

PrimaveraTeamPlay  has  already  helped  thousands  of  project-driven  companies  in  the  financial  services,  banking, 
corporate  IT  and  software  development  industries  to  select  and  execute  the  correct  projects  with  confidence. 
Let  PrimaveraTeamPlay  make  you  a  winner-  by  eliminating  the  guesswork. 

Call  1.800.423.0245  or  visit  us  at  www.primavera.com/ci2. 
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WHICH  IS  WHY 

we  just  call  it 
BLACK  ROCKET. 


Don't  let  the  catchy  name  fool  you. 
Genuity's  Black  Rocket"  is  a  revolu¬ 
tionary  eBusiness  Network  Platform 
that  combines  critical  network 
services  with  our  own  high-speed, 
Tier  1,  fiber-optic  global 
network  into  a  single, 
secure,  scalable  founda¬ 
tion  on  which  to  run  your 
applications.  It  integrates 
Managed  Hosting,  Access, 

Transport  and  Security  in  one 
ready-to-launch  package. 

Reducing  the  complexity, 
time  and  cost  of  building 
and  deploying  your  eBusiness. 

But  if  you  checked  out  the 
schematic  to  the  left,  you  already 
know  that. 

Genuity's  Black  Rocket “  also 
gives  you  single-source  accounta¬ 
bility.  Once  your  eBusiness  is  up 
and  running,  Black  Rocket  provides 
a  secure,  managed  and  resilient 


environment  with  24/7  technical 
support  and  proactive  monitoring  in 
Genuity's  state-of-the-art  Network 
Operations  Center.  All  backed  by  a 
comprehensive  Service  Level  Agree¬ 
ment  assuring  uptime. 

Of  course,  there  are 
some  things  you  can't  see 
in  a  schematic.  Like  our 
"Rocket  Engineers"  who 
can  provide  a  strategic 
plan  for  launching  your 
eBusiness  initiatives,  so 
that  your  project  runs 
smoothly  from  the  start. 
And  by  partnering  with  industry 
powerhouses  for  best-of-breed 
applications,  systems  integration 
and  technologies,  Genuity  can 
deliver  turnkey  managed  solutions 
to  meet  your  needs. 

Put  this  kind  of  thinking  to  work 
on  your  eBusiness.  Visit  genuity.com/ 
blackrocket  or  call  1 -8 OO-GENU ITY. 


Black  Rocket “ 
is  Genuity's 
eBusiness 
Network  Platform. 


A  BRIEF 
HISTORY 

In  1969,  BBN 
was  hired  by  the  U.S. 

government  to 
develop  the  ARPAnet, 
the  forerunner 
of  the  Internet. 
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INTERNETWORKING 

In  1 997,  BBN  was 
acquired  by  GTE,  the 
company  that  created 
our  high-speed, 
17,500-mile,  Tierl, 
fiber-optic  network. 

GENUiTY 

In  2000,  GTE 
Internetworking  became 
an  independent 
company,  renaming 
itself  Genuity. 
Today,  we  offer  a  vast 
array  of  managed 
Internet  services, 
including  Black  Rocket. 


GENUiTY 


Profile:  Schneider  National 


In  It  for  the 


LONG  HAUL 

BY  TODD  DATZ 

Think  trucking  s  stuck  in  the  Dark  Ages  when  it  comes  to  technology? 
Take  a  look  at  industry  leader  Schneider  National,  and  you'll  never  look 
at  an  1 8-wheeler  the  same  way  again. 


ALKING  INTO  THE  HEADQUARTERS 
of  Schneider  National,  the  gianttruck- 
ing  company  based  in  football-crazy 
Green  Bay,  Wis.,  is  a  lot  like  entering  a 
sports  arena:  Heavy  glass  doors  open  into  the  lobby;  a  shop 
on  the  left  offers  Schneider  tchotchkes  and  clothing  for 
sale;  plaques  on  a  nearby  wall  honor  outstanding  associ¬ 
ates;  people  bustle  back  and  forth,  getting  ready  for  the 
start  of  the  day's  action.  But  what  feels  most  arenalike  is 
the  loge-style  view  from  the  second  level.  Spread  out 
below  is  the  company's  version  of  the  playing  floor— in  this 
case,  one  full  acre  of  space  where  more  than  600  customer 
service  representatives  ply  their  trade.  They  are  the  play- 
makers,  the  folks  in  constant  communication  with  drivers 


and  customers,  ensuring  that  load  A  gets  to  destination  B 
in  the  most  efficient  way  possible.  A  20-foot  wide  screen 
serves  as  the  Jumbotron,  relaying  messages  ("We  need 
more  trucks  in  the  Southwest!")  and  keeping  the  reps 
updated  throughout  the  day. 

In  short,  this  ain't  your  granny's  trucking  company. 

Schneider  National's  bright  orange  trucks  are  a  fixture 
on  the  nation's  highways.  Legend  has  it  that  A.J.  "Al" 
Schneider  used  the  proceeds  from  the  sale  of  his  family  car 
when  he  founded  the  company  in  1 935.  Today,  the  com¬ 
pany  has  grown  to  become  North  America's  largest  truck- 
load  carrier,  servicing  two-thirds  of  the  Fortune  500.  The 
privately  held  $3.1  billion  company  owns  13,000  tractors 
(the  cabs)  and  42, 1 00  trailers  (the  back  part  of  the  truck  that 
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KING  OF  THE  ROAD:  Schneider  National-! 
CEO  Don  Schneider  is  a  true  believer— am| 
an  aggressive  investor— in  IT.  In  1988,  his  : 
fleet  was  the  first  to  adopt  satellite-based 
tractor-tracking  technology. 
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carries  the  goods),  making  its  truckload 
fleet  the  largest  in  North  America.  Its  clos¬ 
est  competitor  is  a  distant  second:  When 
Swift  Transportation  merges  with  M.S. 
Carriers,  the  public  company’s  combined 
revenues  are  expected  to  be  about  $2  billion. 

And  if  the  trucking  industry  conjures  up 
images  of  CB  radios,  truck-stop  pay  phones 
and  a  bevy  of  gruff  dispatchers  barking 
orders  to  far-flung  drivers,  a  closer  look  at 
this  transportation  behemoth  reveals  an 
entirely  different  reality.  Schneider  National 
might  best  be  thought  of  as  a  high-tech 
company  that  happens  to  own  a  few  thou¬ 
sand  trucks.  CEO  Don  Schneider,  Al’s  son, 
recognized  decades  ago  that  information 
technology  could  help  the  company  and  its 
customers  wring  more  cost-savings  and 
productivity  from  their  supply  chains. 
Today,  Schneider  is  a  leader  in  onboard 
trucking  technology,  has  invested  heavily  in 
its  e-business  infrastructure  and  announced 
plans  last  year  to  spin  off  its  technology- 
intensive  logistics  subsidiary.  In  sum,  IT  is 
as  tightly  intertwined  with  the  company’s 


Schneider  Snapshot 


Schneider  National  is  North  America's 
largest  full-truckload  carrier.  (Full- 
truckload  carriers  transport  freight  from 
single  customers;  less-than-truckload 
carriers  handle  smaller  loads  from 

I 

multiple  customers.)  It  is  privately  held. 

Headquarters:  Green  Bay,  Wis. 

Year  founded: 1935 
Revenues:  $3.1  billion  (2000) 
Employees:  19,000 
Lines  of  business:  Schneider  National 
offers  van,  dedicated,  truck-rail,  special¬ 
ized  and  bulk  services.  Schneider 
Logistics  provides  supply  chain  manage¬ 
ment  services. 

Major  full-truckload  competitors: 

J.B.  Hunt  Transport  Services,  Swift 
Transportation,  Werner  Enterprises 


business  strategy  as  cheeseheads  are  to  the 
fortunes  of  the  beloved  hometown  Packers. 

HEAD  TRUCKER 

Don  Schneider— who  happens  to 
serve  on  the  Packers’  executive  com¬ 
mittee— is  a  CEO  unadorned  by  all 
the  typical  CEO  trappings.  On  the  day  of 
his  interview  with  Darwin,  he’s  outfitted  in 
blue  jeans  and  a  denim  shirt  with  the 
orange  Schneider  logo,  which  speaks  vol¬ 
umes  about  the  down-to-earth,  Midwest¬ 
ern  character  that  permeates  the  company. 
All  the  executives’  offices,  including  Schnei¬ 
der’s,  are  the  same  size  (not  big);  employees 
are  known  as  associates;  and  drivers  are  just 
as  welcome  in  the  CEO’s  office  as  are  senior 
vice  presidents  (he  makes  a  point  of  regu¬ 
larly  chatting  with  drivers).  He  sits  at  his 
small  table  and  discusses  technology’s  role 
both  at  Schneider  and  in  the  economy  as  a 
whole.  “How  can  you  continue  to  get  an 
economy  growing  so  close  to  full  employ¬ 
ment  without  driving  up  inflation?”  asks 
Schneider,  who  as  a  former  member  of  the 
Federal  Reserve  Board’s  Midwest  board  of 
governors  thinks  often  about  such  issues. 
“[Alan]  Greenspan  and  the  economists  [at 


the  Fed]  have  surmised  that  it  probably  has 
to  do  with  the  increased  productivity  from 
technology....  A  lot  of  it  has  to  do  with  the 
fact  that  when  you  have  information  [as  a 
result  of  IT] ,  you  take  the  risk  out  of  deci¬ 
sion  making  that  you  used  to  have  when 
you  didn’t  have  information.”  (For  different 
viewpoints  on  technology  and  productiv¬ 
ity,  see  “The  Kindest  Cuts,”  Page  52.) 

Schneider’s  embrace  of  IT  manifests  itself 
throughout  his  company.  However,  the 
coolest  technologies — the  ones  that  make 
trucking  feel  as  technologically  sexy  as  its 
airline  or  automobile  brethren— can  literally 
be  found  where  the  rubber  meets  the  road. 

LOCATION,  LOCATION,  LOCATION 

chneider  drivers  aren’t  just  behind 
the  wheel  of  big,  orange  trucks— 
they’re  driving  65'foot-long  mobile 
telecommunications  units.  Each  cab  is  out¬ 
fitted  with  OmniTracs,  a  satellite-based 
communications  and  positioning  system 
from  Qualcomm,  a  wireless  communica¬ 
tions  provider  based  in  San  Diego.  Schnei¬ 
der  was  the  first  fleet  to  adopt  the 
technology,  rolling  it  out  in  1988.  Don 
Schneider  stuck  his  neck  out,  convincing 


44  September  2001 


WWW.DARWINMAG.COM 


PHOTO  BY  KEVIN  MIYAZAKI 


PHOTO  TOP  BY  KEVIN  MIYAZAKI;  BOTTOM  COURTESY  OF  SCHNEIDER  NATIONAL 


the  board  of  directors  to  invest  $30  million 
in  OmniTracs.  “There  was  a  lot  of  financial 
risk  involved.  But  the  upside  was  so  great 
that  we  couldn’t  bypass  the  opportunity,” 
Schneider  says.  The  gamble  paid  off.  Cus- 
tomers  were  willing  to  pay  for  the  real-time 
information  it  brought  them.  Drivers,  frus¬ 
trated  by  years  of  having  to  stop  at  phone 
booths  every  few  hours  to  report  to  head¬ 
quarters,  loved  it.  “We  thought  drivers 
wouldn’t  know  how  to  use  it  or  want  to  use 
it.  What  we  found  was  exactly  the  oppo¬ 
site,”  he  adds.  Today  more  than  1,250  fleets 
in  the  United  States  use  OmniTracs. 
“[Schneider]  looked  at  the  capabilities  it 
gave,  and  he  had  this  fundamental  belief  that 
it  would  change  the  industry,  his  ability  to 


service  customers  and  the  life  of  the  dri¬ 
vers,”  notes  Chris  Lofgren,  CEO  of  Schnei¬ 
der  Logistics,  a  separate  business  unit 
offering  supply  chain  management  services. 

A  black  box,  which  the  drivers  refer  to  as 
the  satellite,  is  mounted  inside  all  Schneider 
cabs.  It  has  a  keyboard  and  allows  drivers  to 
send  and  receive  text  messages— via  satellite, 
of  course— to  and  from  the  customer  service 
associates  back  in  Green  Bay.  “We  send  and 
receive  about  4  million  messages  per 
month,”  says  Paul  Mueller,  president  of 
Schneider  Technology  Services,  a  unit  of 
Schneider  Logistics  that  provides  tech  sup¬ 
port  for  all  of  Schneider  National  via  an  out¬ 
sourcing  arrangement. 

OmniTracs  also  allows  Schneider  to 


THE  SATELLITE:  A  keyboard  in  every  cab 
keep  drivers  in  touch  with  Green  Bay. 


It's  Not  My  Way  or 
the  Highway 


BUSINESS  AND  I.T.  WORK  IN  TANDEM  AT  SCHNEIDER 

In  most  companies,  information  technology  projects  begin 
like  this:  CEO  reads  in  magazine  at  health  club  about  Com¬ 
petitor  X  using  Technology  Y;  CEO  says  to  CIO,  "Why  can't 
we  do  that?"  CIO  makes  feeble  attempt  to  explain  why  but 
understands  that  the  unspoken  message  is  "Do  it."  In  other 
words,  the  request  is  thrown  over  the  wall  to  IT  sans  any 
business-IT  collaboration.  Chris  Lofgren,  CEO  of  Schneider 
Logistics,  says  that  view  of  IT  as  a  service  organization  was 
prevalent  at  Schneider,  too,  until  the  company  launched  a 
technology  steering  committee  a  few  years  back.  Since  then, 


any  wall  between  business  and  IT  has  disappeared  — business 
executives  understand  technology  because,  frankly,  their  jobs 
depend  on  it. 

Craig  Dickman,  vice  president  of  IT,  and  a  team  of  five 
work  for  Schneider  National.  Dickman's  role  is  to  look  for 
opportunities  where  technology  can  make  the  company  more 
productive  and  efficient.  He  and  his  team  work  closely  with 
business  leaders  on  all  aspects  of  strategy.  "We  go  out  of  our 
way  to  manage  the  [business-IT]  alignment,  at  a  deeper  level 
than  is  typical,"  he  says. 

The  nine-member  technology  steering  committee  oversees 
IT-driven  projects.  That  committee  takes  a  hard  look  at  these 
projects  to  make  sure  they  are  really  delivering  value.  Lofgren 
says  that  when  it  was  formed,  the  committee  canceled  most 
of  the  500  or  so  projects  that  were  under  way.  They  were  cut 
because  they  weren't  strategic  investments,  nor  did  the  busi¬ 
ness  side  have  any  accountability,  he  notes. 

Members  of  Dickman's  team  and  a  business  team  bring 
proposals  to  the  committee.  "That  drives  alignment  between 
the  business  and  tech  teams  as  they  come  together  in  front 
of  the  committee  and  allows  the  committee  to  take  an  enter¬ 
prise  view  of  all  the  tech  initiatives  we  have,"  Dickman  says. 

-T.  Datz 
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TECH  TRIO:  Paul  Mueller,  Craig  Dickman  and  Linda  Beth  make  sure  Schneider's  IT 
increases  productivity,  reduces  costs  and  optimizes  customers'  supply  chains. 
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know  where  its  tractors  are  at  all  times.  The 
OmniTracs  antenna,  which  sits  on  the  back 
of  the  tractor,  maintains  constant  commit' 
nication  with  a  satellite  and  automatically 
reports  its  location  back  to  Green  Bay. 
Besides  being  critical  to  the  company’s  cus- 
tomer  service  reps,  the  location  technology 
happens  to  be  quite  useful  when  somebody 
decides  to  take  a  joyride  in  one  of  the  trucks. 
“We  can  determine  pretty  effectively  a  trac¬ 
tor  location  within  300  feet,”  Mueller  says. 

Schneider  and  Qualcomm  also  jointly 
developed  a  monitoring  technology  called 
SensorTracs,  which  uses  electronic  engine 
sensors  to  record  information  such  as 
speed,  rpms  and  idle  time.  In  1990,  Schnei¬ 
der  became  the  first  fleet  to  implement  the 
technology,  allowing  the  company  to  re¬ 
ceive  engine  data  via  automatic  satellite 
downloads.  SensorTracs  helps  Schneider 


manage  wear  and  tear  on  its  engines  and 
also  keeps  drivers  on  their  toes  (and  off  the 
gas).  “As  a  matter  of  fact,”  Mueller  notes, 
“one  element  of  a  driver’s  monthly  bonus  is 
predicated  on  staying  within  certain  key 
factor  ranges  when  operating  the  vehicle.” 
Jeff  Gordon  wannabes  beware. 

Unlike  tractor-tracking  technology,  which 
has  been  around  since  1988,  trailer-tracking 
technology  is  just  starting  to  be  rolled  out  to 
the  nation’s  fleets.  Trailers  need  to  be  tracked 
for  the  same  reasons  tractors  are— they  are 
expensive  units,  and  knowing  in  real-time 
whether  they’re  rolling  on  a  train  car 
through  Raleigh,  N.C.,  or  sitting  in  a  yard  in 
Sioux  Falls  is  critical.  “Those  are  revenue- 
generating  assets,  so  understanding  where 
they  are  and  the  status  of  those  assets  is 
pretty  important,”  Mueller  says. 

Schneider  began  beta-testing  a  satellite 


trailer-tracking  system  from  a  company 
called  Orbcomm  in  1999,  but  that  company 
filed  Chapter  11  last  year.  Enter  Qualcomm, 
which  had  been  partnering  with  Orbcomm 
to  offer  the  trailer-tracking  system.  Schnei¬ 
der  decided  to  go  with  the  Qualcomm  tech¬ 
nology— which  uses  cellular,  not  satellite, 
technology  like  OmniTracs — earlier  this 
year  and  eventually  plans  to  install  it  on  all 
its  trailers.  Not  only  can  Schneider  monitor 
the  whereabouts  of  its  trailers,  a  sensor  unit 
inside  the  trailer  can  tell  whether  the  trailer 
is  empty  or  full.  Another  sensor  mounted 
in  the  bottom  of  the  trailer  can  tell  whether 
it’s  hooked  to  a  tractor  or  not. 

If  all  that  tracking  technology  feels  Big 
Brotherish,  well,  it  is.  However,  to  Schnei¬ 
der  and  its  competitors,  staying  on  top- 
even  staying  alive — in  the  industry  means 
knowing  where  your  assets  are  at  all  times 
and  moving  them  to  where  they  need  to  be 
as  efficiently  as  possible.  “Trucking  compa¬ 
nies  are  asset-intensive  businesses,”  says 
Donald  Broughton,  senior  transportation 
analyst  at  A.G.  Edwards  &  Sons  in  St. 
Louis,  Mo.  “The  guy  who  has  the  higher 
rate  of  asset  utilization  wins.” 

THE  E-BUSINESS  OF  TRUCKING 

chneider’s  aggressive  use  of  technol¬ 
ogy  isn’t  limited  to  the  highway;  it’s 
integrated  throughout  the  whole 
business.  According  to  COO  Scott  Arves, 
the  company  spends  in  excess  of  1.5  percent 
of  its  revenues  on  technology,  a  figure  that 
Don  Schneider  says  is  “higher  than  any  of 
our  competitors’.” 

We  re  moving  10,000  loads  every  single 
day,  says  Craig  Dickman,  vice  president  of 
IT.  “With  the  low-margin  nature  of  this 
business,  every  decision  that  you’re  making 
has  an  impact  on  profit  and  loss,  so  tech¬ 
nology  becomes  important  to  allow  people 
to  make  more  effective  decisions.” 

The  company  has  developed  optimiza- 
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Your  employees. 
Your  content. 
Our  software. 
Two  days. 

(Who  knew  the  formula  for  higher  profits  was  so  simple?) 


With  X.HLP,  you’re  just  48  hours  from  training  your  employees  with  unique  content. 

In  today's  vicious  economy,  profit  is  king,  and  timing  is  everything.  Maximizing  employee  value 
and  productivity  is  critical.  But  the  cost  and  time  it  takes  to  train  your  people  always  seem  to 
outweigh  the  benefits.  Until  now.  With  the  X.HLP  Adaptive  Learning  Platform  you  can  be  training 
your  employees  and  customers  with  your  content  in  just  48  hours.  Guaranteed.  Not  only  does  this 
save  you  substantial  time  and  money,  but  X.HLP  solutions  actually  train  your  employees  more 
effectively.  They’ll  retain  more,  faster— and  your  business  wili  reap  the  rewards  even  sooner. 
To  learn  more,  visit  our  Web  site  at  www.xhlp.com/48hours  for  a  free  demo.  Or  call  us  today  at  our 
US  Corporate  Office,  (001)  781-663-7500  or  our  UK  Office,  (+44)  (0)  207  394  4306. 
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BUSINESS  DRIVER:  COO  Scott  Arves  believes  technology  drives  productivity. 


tion  software  known  as  the  Global  Sched¬ 
uling  System  (GSS).  This  tool  gives  cus¬ 
tomer  associates  the  ability  to  optimize  all  of 
the  company’s  drivers  and  loads  across 
North  America.  It  processes  7,000  load 
assignments  a  day  and  optimizes  at  a  rate  of 
more  than  7,000  driver-load  combinations 
per  second.  For  a  trucking  company,  where 
every  empty  trailer  or  misdirected  driver 
means  a  hit  on  the  bottom  line,  that  kind  of 
decision-making  tool  is  critical.  “Every 
morning  you  wake  up,  your  means  of  pro¬ 
duction  or  your  capacity  is  in  different  loca¬ 
tions,”  Dickman  says.  “You  really  need  to  be 
able  to  look  at  ways  to  make  customer  com¬ 
mitments  and  say,  ‘Yes,  we  have  the  ability 
to  move  this  freight.’” 

Half  of  Schneider’s  customer  orders  are 
received  electronically,  either  via  the  Web  or 
electronic  data  interchange.  (EDI,  which  has 
been  in  use  since  the  1960s,  allows  busi¬ 
nesses  to  transmit  documents  electronically, 
generally  over  private  networks.)  “Anytime 
we  can  create  an  electronic  transaction,  we 
do  so,”  says  Dickman,  adding  that  in  the 
trucking  industry,  that’s  not  always  possi¬ 
ble— Ma  Bell  and  Pa  Fax  still  hold  their  own, 
especially  with  smaller  shippers.  To  encour¬ 


age  more  Web  transactions,  the  company 
continually  elicits  customer  feedback  to 
make  sure  its  website,  www.schneider.com,  is 
easy  to  use.  Customers  can  use  the  site  to 
place  orders,  track  shipments  and  print  the 
documents  necessary  to  complete  their 
transactions.  Another  company  site,  www 
.schneidercarriers.com,  serves  as  a  portal  that 


matches  available  freight  to  capacity  for 
Schneider’s  more  than  6,000  carrier  partners. 

Linda  Beth,  vice  president  of  e-business 
solutions,  says  that  the  company’s  goal  this 
year  is  to  receive  60  percent  of  its  orders 
electronically.  For  Schneider,  increasing 
electronic  orders  means  better  order  accu¬ 


racy  and  higher  productivity.  So  it  will  con¬ 
tinue  to  nudge  customers  in  that  direction. 

INDUSTRY  CHALLENGES 

One  of  the  major  challenges  facing 
Schneider  is  all  too  familiar  to 
carriers:  recruiting  new  drivers. 
According  to  the  American  Trucking  Asso¬ 


ciation,  there’s  a  need  for  80,000  to  100,000 
additional  drivers.  COO  Arves  says,  “It’s 
been  an  ongoing  problem  for  us  and  really 
everybody  in  transportation.”  He  explains 
that  the  problem  has  existed  for  the  last 
decade,  and  he  anticipates  that  it  will  con¬ 
tinue,  because  demographics  point  to  a 
smaller  labor  pool  in  the  coming  years. 

One  way  Schneider  is  combating  that 
trend  is  by  making  more  of  an  effort  to 
recruit  women  and  minorities.  “You’ll  see 
us  and  others  trying  to  do  a  better  job  in  the 
future  of  recruiting  people  from  the  His¬ 
panic  population,”  he  says,  adding  that 
Schneider  has  already  made  great  strides  in 
this  area.  The  company  also  uses  technol¬ 
ogy  as  a  recruitment  and  retention  tool;  its 
Touch  Home  program  includes  in-cab 
e-mail  via  satellite  and  discounted  800 
numbers  to  help  drivers  stay  in  touch  with 
their  families  while  they’re  on  the  road. 

Then  there’s  that  little  issue  of  the 
economy. 

Like  many  industries,  trucking  has  been 


SCHNEIDER  PROCESSES  7,000  LOAD 

ASSIGNMENTS  A  DAY,  OPTIMIZING 
MORE  THAN  7,000  DRIVER-LOAD 

COMBINATIONS  PER  SECOND. 
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Only  METASeS rM  gives  you  the  peace 
of  mind  you  need  when  facing  the 
challenges  of  securing  your  IT  infrastructure 
and  e-Foundation. 


Our  worldwide  team  of  industry  leading  security  and 
e-commerce  experts  are  committed  to  helping  you  meet  the 
challenges  of  tomorrow  -  today.  Whether  you  are  a  small,  medium  or 
large  business  we  are  committed  to  helping  organizations  like  yours  harness 
the  power  of  the  Internet. 

Our  revolutionary  enterprise-wide  security  solutions  and  our  approach  to  threat  and  vulnerability 
management,  intrusion  detection,  security  policy  and  procedure  development  and  compliance,  incident 
response  and  computer  forensics  make  securing  your  IT  infrastructure  easy.  We  apply  the  best  minds  in  the  industry 
to  ensuring  that  your  network  and  e-commerce  solutions  are  prepared  for  the  inevitable,  not  to  mention  the  unexpected 


For  more  information  on  how  METASeS  can  assist  you  in 
securing  your  e-Foundation,  visit  our  website  at  www.metases.com 
or  call  877. 908. META 


Securing  the  e-Foundation  for  Today's  Business  Enterprise 
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Service  Providers: 
The  New  Breed 

The  Application  Service 
Provider  model  has  grown  up 
and  become  what  the  IT  user 
really  needs  these  days,  namely 
a  Full  Service  Provider  or  FSP 
Sharing  the  same  monthly  sub¬ 
scription  or  usage-based  fee 
structure  as  the  ASP  model,  the 
FSP  model  provides  IT  with 
consulting,  application  cus¬ 
tomization  and  integration,  man¬ 
aged  services,  hosting,  and 
other  vital  enterprise  services. 

“It  has  become  increasingly 
difficult  for  IT  departments  to 
maintain  all  the  connectors 
between  their  own  custom  code 
and  today’s  enterprise  applica¬ 
tions,  which  are  constantly 
being  modified,”  says  Tony 
Summerlin,  Vice  President  of  e- 
Business  Strategy  at  Unisys 
Corp.  “That’s  where  the  FSP 
can  help.  As  you  consider  your 
legacy  systems,  the  more  you 
try  to  integrate  new  applications, 
the  more  the  FSP  is  relevant.” 

Summerlin  notes  that  the  FSP 
model  plays  perfectly  into  the 
core  strengths  of  Unisys  and  its 
rich  experience  in  providing 
enterprise  information  solutions, 
application  customization,  and 
data  center  infrastructure. 

For  more  information  about 
this  exciting  new  generation  of 
service  provider  and  end-to-end 
platform  independent  services 
from  Unisys,  click  on  www. 
unisys.com/e-biz/FSP. 


UNISYS! 

We  have  a  head  for  e-business. 


slammed  by  the  downturn.  Higher  fuel 
prices  hit  where  it  hurts  most— at  the 
pump,  the  lifeblood  of  a  transportation 
company.  The  slowdown  in  manufacturing 
has  led  to  fewer  shipments,  another  blow 
to  truckers.  Insurance  costs  have  risen.  And 
used  truck  values  have  recently  declined  in 
the  neighborhood  of  30  percent. 

Schneider  doesn’t  have  it  nearly  as  bad  as 
others  in  the  industry,  especially  smaller 


will,  out  of  the  industry,”  Arves  notes. 

But  even  welbpositioned  companies 
such  as  Schneider  can’t  afford  to  sit  back 
and  wait  for  the  upturn.  It’s  pursuing  an 
aggressive  cost-cutting  strategy,  looking  to 
save  $50  million  this  year.  It’s  also  cutting  its 
purchases  in  half  and  being  more  conserv¬ 
ative  in  its  growth  plans.  Technology 
spending  is  also  staying  flat  compared  with 
last  year’s  spending.  But  has  Schneider 


'WE  GIVE  OUR  PEOPLE  AS  MUCH 

INFORMATIONandas 

MANY  TOOLS  AS  WE  POSSIBLY  CAN." 

-CEO  Don  Schneider 


companies,  which  suffer  more  in  a  sour  cli¬ 
mate.  “This  is  a  marketplace  where  size 
matters,”  says  A.G.  Edwards’  Broughton. 
“You  buy  trucks  cheaper  and  fuel  cheaper.” 
He  also  notes  Schneider’s  high  level  of  lane 
density,  which  means  that  once  a  trucker 
delivers  a  load,  there’s  a  greater  chance  the 
trucker’s  next  load  is  nearby.  As  he 
explains,  “100  trucks  chasing  100  loads 
nationwide  are  worse  off  than  1,000  trucks 
chasing  1,000  loads.” 

Higher  levels  of  lane  density  lead  to 
higher  levels  of  asset  utilization,  which  gives 
large  players  like  Schneider  a  leg  up  in  the 
400,000  company-strong  (or  weak,  as  the 
case  may  be)  trucking  industry.  “Last  year 
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more  trucking  companies  hied  for  bank¬ 
ruptcy  than  in  any  other  year  in  the  last  10 
or  11,”  Arves  says,  adding  that  this  year 
looks  no  better.  There  is  a  silver  lining  in 
those  dark  numbers  for  Schneider,  how¬ 
ever.  “It  takes  a  lot  of  excess  capacity,  if  you 


changed  its  view  on  the  benefits  technology 
brings  to  the  table?  Absolutely  not. 

“We  believe  technology  drives  produc¬ 
tivity,  and  we  continue  to  push  aggressively 
to  drive  productivity  gains  within  our  cor¬ 
poration,”  Arves  says. 

That  type  of  thinking  is  warmly 
embraced  by  Don  Schneider.  “We  hire 
competent  people,”  he  says.  “What  we 
want  to  do  is  give  them  as  much  informa¬ 
tion  and  as  many  tools  as  we  possibly  can 
so  they  can  be  as  effective  as  they  can.”  He 
insists  the  company  doesn’t  do  technology 
for  technology’s  sake.  “It’s  for  the  customers 
and  ultimately  they  have  to  pay  for  it,”  he 
says.  “So  there  has  to  be  value  in  it.” 

Led  by  Schneider,  who  is  entering  his 
fourth  decade  at  the  helm  of  his  father’s 
venerable  company,  the  colossal  orange  fleet 
rolls  on,  a  thundering  herd  of  old  economy 
trucks  masking  a  decidedly  information  age 
modus  operandi.  PTI 


Senior  Editor  Todd  Datz  has  taught  his  preschoolers  the 
universal  trucker-blow-your-horn  signal.  He  can  be 
reached  at  tdatz@darwinmag.com. 
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In  e-business  everyone  wants  to  unify  higher  enterprise 
performance  with  lower  total  cost.  The  ES7000  goes  further, 


So 


UNISYS 


The  Unisys  e-@ction  Enterprise  Server 
ES7000  is  no  ordinary  server.  It  does  the 
enterprise-level  transactions  a  CIO 
dreams  about.  And  at  a  total  cost  that 
lets  a  CFO  sleep  at  night.  Powered  by 
our  CMP  architecture,  the  ES7000 
harnesses  32  Intel®  Pentium®  III  Xeon™ 
Processors.  Delivering  a  level  of 
performance  from  Microsoft®  Windows® 
2000  you’d  normally  only  associate  with 
UNIX.  Combining  scalability,  availability, 
and  flexibility  with  all-important  afford¬ 
ability.  That’s  enough  to  even  unify 
the  CFO  and  the  CIO.  Which  until  now, 
was  an  impossibility.  To  find  out  what 
the  ES7000  can  do  for  your  e-business, 
visit  www.aheadforebusiness.com. 
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When  corporate  spending  is  tight,  companies  should  spend 
money  on  better  ways  of  doing  work,  not  on  better  computers 

BY  CHRISTOPHER  KOCH 


When  it  comes  to  thinking  about  IT  productivity,  economist 

Dean  Baker  is  his  own  best  guinea  pig.  Each  time  he  turns  on  his  computer 

to  crunch  economic  statistics,  he’s  certain  he  could  do  the  same  work  with  less  computer. 


“I’m  always  being  given  a  bigger  computer 
than  I  really  need,”  says  Baker,  who  is  codi¬ 
rector  of  The  Center  for  Economic  and  Pol¬ 
icy  Research  in  Washington,  D.C.  “And  I 
hate  it  when  they  upgrade  me  because  I  can’t 
get  anything  done  for  a  few  days  while  I 
switch  everything  over  to  the  new  machine.” 

Baker  the  guinea  pig  doubts  the  size  of  his 
computer  makes  any  difference  in  his  produc¬ 
tivity.  So  does  Baker  the  economist.  Why,  he 
wonders,  is  Federal  Reserve  Chairman  Alan 
Greenspan  crowing  about  technology  as  the 
driver  behind  the  U.S.  economy’s  dramatic 
gains  in  productivity  in  recent  years?  The  gov¬ 
ernment’s  numbers  just  don’t  back  up  that 
claim,  Baker  says.  Of  the  U.S.  economy’s 
2.5  percent  productivity  gain  for  2000,  almost  a 


quarter  of  that  number  is  based  on  the  fact  that 
a  $1,000  PC  in  2000  was  faster  and  better  able  to 
store  information  than  a  $1,000  PC  in  1999.  But 
ultimately,  that  additional  speed  and  storage  in 
the  newer  computer  is  not  going  to  have  much 
effect  on  worker  output,  Baker  says.  The  last 
time  computers  made  Baker  more  productive 
was  almost  20  years  ago,  when  he  got  his  first 
PC.  “When  I  went  from  crunching  numbers 
on  paper  to  using  computer  spreadsheets— 
now  that  made  a  big  difference,”  he  recalls. 

Since  then,  companies  have  gotten  so  caught 
up  in  buying  new  computers— because  the  date 
was  going  to  change  or  because  Microsoft  had 
come  out  with  a  new  operating  system— that 
they’ve  lost  sight  of  the  real  value  of  technol¬ 
ogy:  improving  the  ways  people  do  their  jobs. 
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In  an  economic  downturn — when  corpo¬ 
rate  spending  is  tight— it’s  imperative  that 
companies  spend  on  better  ways  of  doing 
work,  not  on  better  computers.  “Computers 
don’t  make  money,”  says  researcher  and  con¬ 
sultant  Paul  Strassmann  of  Strassmann  Con¬ 
sulting  in  New  Canaan,  Conn.  “People  do.” 

Thinking  about  technology  as  a  means  to 
improve  work  helps  sort  out  priorities 
when  the  finance  department  approaches 
the  IT  budget  with  ax  in  hand.  Software 
upgrades  that  don’t  improve  the  ways 
things  are  done?  Slice.  New  computers  and 
networks  that  won’t  give  employees  new 
capabilities?  Hack. 

It  also  helps  determine  when  to  stop  the 
ax  midchop.  Deciding  about  an  across-the- 
board  cut  in  IT  training?  Not  so  fast.  Studies 
show  that  dollars  spent  on  hiring  and  train¬ 
ing  IT  staff  will  directly  affect  revenues 
because  IT  staff  teach  people  to  be  more  pro¬ 
ductive.  Spending  on  software  and  hardware 
can  increase  revenues  too,  but  not  to  the 
same  degree  (see  “The  Productivity  Para¬ 
dox,”  Page  57).  Prioritizing  spending  based 
on  whether  it  improves  the  work— not  just 
of  employees  but  of  customers  and  suppli¬ 
ers — is  about  the  only  universal  truth  in  IT 
cost  management.  It’s  as  valid  in  good  times 
as  it  is  in  bad.  Companies  simply  tend  to  pay 
more  attention  to  it  in  the  down  times 
because  that’s  when  CEOs  start  to  question 
spending  in  general.  Here  are  eight  tips  to 
help  assess  your  truly  valuable  projects  and 
to  avoid  unnecessary  spending. 

DON'T  CUT  THE  HEART  OUT 
OF  YOUR  STRATEGY 

Your  most  strategic  software  projects— 

the  ones  that  focus  on  improving  the  ways 
people  work— are  often  the  first  to  go  in  hard 
times.  That’s  because  they’re  so  hard  to  do. 
These  are  the  nightmare  projects— enterprise 
resource  planning  (ERP),  customer  relation¬ 


ship  management  (CRM),  supply  chain  man¬ 
agement,  e-commerce— that  bring  mighty 
companies  such  as  Hershey’s,  Nike  and 
Whirlpool  to  their  knees.  No  wonder  more 
than  40  percent  of  the  respondents  in  a  recent 
Darwin  survey  said  they  were  cutting  costs 
by  cutting  such  projects— more  so  than  any 
other  cost-cutting  option  in  the  survey. 

The  reason  for  the  cancellations  and 
postponements  is  simple  enough:  The  ROI 
isn’t  there.  In  good  times,  companies  can 
afford  to  approve  a  project  for  less-com¬ 
pelling  reasons— competitors  are  doing  it,  or 
they  need  to  be  the  first  to  do  it.  But  during 
difficult  economic  times,  companies  tend  to 
cancel  a  project  prematurely  because  it 
hasn’t  gotten  started  yet  or  is  badly  off  track. 

If  information  is  not  a  critical  part  of  the 
product  or  service  you  sell,  then  you  can 
probably  afford  to  hold  off  on  that  CRM  pro¬ 
ject.  Clinging  to  it  simply  because  the  media 


or  analysts  say  it’s  the  latest,  greatest  thing 
would  be  foolish.  But,  on  the  other  hand,  if 
that  project  adds  real  strategic  improvements 
to  your  business,  think  twice  before  you  cut. 

DON'T  STOP  PLANNING 

Good  projects  don't  need  to  die;  they 

may  just  need  to  wait.  Postpone  if  you  must 
the  work  on  a  valuable  project,  but  keep 
planning  for  it  in  the  meantime.  Thinking 
is  relatively  cheap  and  will  help  ensure  that 
the  project  goes  better  when  the  money  is 
there. 

Roger  Mowen,  CIO  of  Eastman  Chemi¬ 
cal  in  Kingsport,  Tenn.,  saw  his  CRM  proj¬ 
ect  postponed  earlier  this  spring  when  it 
appeared  that  demand  for  chemicals  would 
be  down  for  the  year.  But  he’s  still  planning 
for  it.  “I’ve  only  agreed  to  postpone  the  proj¬ 
ect  for  one  quarter,”  Mowen  said  in  May. 
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Steetcase 


AN  AT&T  BUSINESS  SOLUTION 


HIGH  SPEED  PACKET  SERVICES.  When  record  demand  for  office  furniture 


boosted  data  traffic  and  internal  applications  requirements,  Steelcase 
needed  more  power  and  flexibility  from  their  existing  network.  So  AT&T 
Business  augmented  it  with  Integrated  Network  Connection  Service 
which  dynamically  allocates  bandwidth  to  voice  and  data  applications 
Now  Steelcase  has  the  networking  power  they  need,  where  and  when 
they  need  it.  And  they're  saving  money  in  the  bargain.  You  could  say  that 
when  it  comes  to  networking,  they’re  really  sitting  pretty. 


Find  out  how  High  Speed  Packet  Services  can  speed  up  your  business. 

Call  1  866  877-7114orvisitwww.att.com/business/speed 


Business 


AT&T  Business 

Innovative  Networks.  Innovative  Thinking. 


What  if  your  network 
were  fully  adjustable? 
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CONSIDER  MINIPROJECTS 

Even  in  hard  times,  you  may  not  need  to 

cancel  or  postpone  a  project.  Carve  the  proj¬ 
ect  into  small  chunks,  says  Rob  Carter,  CIO 
of  Memphis,  Tenn. -based  Federal  Express. 
“Especially  with  customer-facing  technolo¬ 
gies,  it’s  very  easy  to  run  prototypes  and 
alpha  and  beta  tests  with  customers.  Many 
customers  are  willing  to  work  with  you  on 
those  kinds  of  applications.  It’s  very  easy  to 
have  a  private  website  that 
you  inform  only  a  couple  of 
customers  about.  Turn  them 
loose  on  it,  let  them  hammer 
away  at  it,  and  capture  the 
ways  that  they  maneuver 
through  the  site.  Get  direct 
feedback  from  them.  The 
Internet  is  a  perfect  world  to  do  those  kinds 
of  collaborative  computing  innovations.” 

CHANGE  THE  WAY  PEOPLE  WORK 
BEFORE  CHANGING  THE  SOFTWARE 

In  the  mid-'90s  when  the  economy  was 

running  hot,  many  companies  justified  ERP 
projects  based  on  the  need  to  replace  old 
systems  that  would  not  survive  the  turn  of 
the  millennium.  Few  took  the  time  to 
investigate  just  how — or  whether— the  soft¬ 
ware  would  improve  how  people  work. 
“We  went  through  the  failed  ERP  night¬ 
mare,”  says  the  CIO  of  a  services  company 
who  did  not  want  to  be  named.  “We  said, 
‘ERP  will  save  us  a  lot  in  inventory  costs.’ 
Well,  it  didn’t.  No  one  thought  to  ask  the 
people  who  actually  handled  inventory 
whether  they  believed  ERP  would  save 
money  on  inventory.  They  might  have 
raised  their  hands  and  said,  ‘We  don’t  see 
it.’”  At  the  very  least,  he  says,  project  lead¬ 
ers  would  have  gotten  a  sense  of  whether 
the  inventory  people  aimed  to  use  the  new 
software  in  the  manner  it  was  intended. 

Instead,  after  years  of  work  and  money 


spent  on  technology,  the  company  was  left 
with  an  expensive,  highly  computerized 
way  of  doing  work  the  same  way  it  had 
always  been  done.  “You  can  do  the  best  ROI 
analysis  in  the  world,  but  you’ll  never 
know  if  you  will  get  that  payback  until  you 
look  into  the  eyes  of  the  people  who  will  be 
in  charge  of  reallocating  jobs  [affected  by 
the  software  project],”  he  says.  “You  need 
those  people  to  agree  that  their  budget  will 
be  lower  after  the  software 
is  in  and  that  they  will  do 
the  work  differently.” 

Mapping  out  the  work 
ahead  of  time  requires  close 
coordination  between  IT 
and  the  business,  and  more 
input  from  consultants  and 
software  vendors.  Make  the  software  ven¬ 
dors  and  the  consultants  tell  you  whether 
the  software  will  match  your  existing  work 
practices  and  whether  the  software’s  version 
of  the  work  is  more  productive  than  your 
own.  In  tough  times,  vendors  and  consul¬ 
tants  are  much  more  willing  to  do  this  kind 
of  work  for  free  than  they  are  in  good  times. 

AVOID  THE  TEMPTATION  TO 
CUSTOMIZE  SOFTWARE 

Customization  is  a  slow,  painful  and 

expensive  process  that  keeps  bleeding  you— 
software  vendors  won’t  support  your  changes 
and  your  IT  people  have  to  manage  it. 

During  the  five  to  seven  years  of  an  ERP 
project’s  lifetime,  support  and  maintenance 
account  for  up  to  85  percent  of  the  total  cost, 
dwarfing  the  nearly  20  percent  for  installing 
the  technology,  says  Tom  Mangan,  managing 
partner  for  enterprise  technology  solutions 
for  Andersen,  a  Chicago-based  consultancy. 
Most  of  his  clients  aren’t  thinking  about  that 
when  they  begin  the  project.  “We  had  a  client 
that  selected  an  ERP  package  because  they 
believed  it  fit  their  company,”  Mangan  says. 
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To  read  the  results  of  our 
exclusive  survey  on  the  spending 
views  of  today's  executives,  visit 
Darwin's  Research  Page  at 
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Split  Your  IT  Budget  in  Two 

WHAT  CAN  WAIT?  WHAT  CAN'T? 

Most  IT  departments  don't 
have  the  flexibility  that  you 
might  expect  when  consid¬ 
ering  budget  cuts.  That's 
because  anywhere  from 
40  percent  to  60  percent  of  the  typical  bud¬ 
get  is  sucked  up  just  keeping  the  current  IT 
systems  going. 

It's  a  good  idea  to  understand  exactly 
what  you  pay  to  keep  IT's  lights  on— typically 
your  IT  infrastructure  (networks,  servers, 
PCs,  data  storage),  maintenance  and  support 
(end  user  help  desk  services  and  application 
repairs),  budgeting,  supplier  management, 
risk  management  (security  systems,  fire¬ 
walls),  standards  development,  and  admin¬ 
istration.  Cut  back  on  the  infrastructure  or 
support  and  maintenance  of  the  software 
applications  you  have  running  now,  and  your 
company  performance  could  suffer. 

Separate  such  spending  from  the  new 
projects  that  promise  to  add  new  capabilities 
but  can  be  considered  elective,  such  as  new 
application  software  and  infrastructure,  proj¬ 
ect  and  cost  accounting  consulting.  Those 
areas  can  make  up  from  20  percent  to 
40  percent  of  a  typical  IT  budget. 

Also  consider  expanding  your  company's 
chart  of  accounts  categories.  Instead  of 
having  a  single  line  for  capital  equipment, 
break  it  up  into  specific  software  and 
hardware  line  items. 

"Whenever  possible,  IT  executives  will 
cannibalize  the  ongoing  maintenance  budget 
to  fund  sexy,  new  projects,"  says  Paul 
Strassmann  founder  of  Strassmann  Con¬ 
sulting  in  New  Canaan,  Conn.  "One  of  the 
reasons  we  spent  $4.2  billion  on  the  Y2K 
issue  is  because  IT  spent  its  money  else¬ 
where  instead  of  maintaining  that  code  cor¬ 
rectly.  Separating  out  the  maintenance  will 
prevent  them  from  doing  that." 

-C.  Koch 
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The  Productivity  Paradox 

THE  NET  NET?  NADA. 

For  years,  economists  have  struggled 
with  the  "productivity  paradox,"  the 
sense  that  the  billions  invested  in 
technology  have  not  yielded  signif¬ 
icant  gains  in  worker  productivity. 
Computers  were  supposed  to  replace  people 
and  shrink  workforces  into  small,  efficient 
pods  of  low-paid  androids  performing  simple 
tasks  dictated  by  computers.  But  study  after 
study  has  shown  that  in  the  rare  instances 
where  computers  have  replaced  people,  the 
remaining  humans  need  to  be  smarter  and 
exceedingly  well  paid  to  make  the  complex 
new  machines  and  work  methods  run  cor¬ 
rectly.  The  net  net  is  nada  — money  spent  on 
computers  does  not  lead  to  lower  labor  costs 
and  better  productivity. 

Spending  on  IT  does  have  a  positive  influ¬ 
ence  on  revenues,  however,  according  to  a 
groundbreaking  study  on  technology  spend¬ 
ing  in  1,300  U.S.  corporations  in  1998  by 
Sumit  Sircar,  professor  and  chairman  of  the 
Information  Systems  and  Management  Sci¬ 
ences  Department  in  the  College  of  Business 
Administration  at  the  University  of  Texas  at 
Arlington.  Companies  that  spend  more  on 
technology  tend  to  have  higher  revenues  than 
those  that  don't.  But  the  boxes  and  wires 
don't  make  nearly  as  much  difference  as  the 
people,  according  to  Sircar.  The  strongest 
correlation  between  technology  spending 
and  increases  in  revenue  was  the  amount 
spent  on  the  training  of  IS  people— typically 
one  of  the  smallest  pieces  of  the  IT  budget. 

But  an  IT  boost  to  the  top  line  doesn't 
always  make  its  way  to  the  bottom  line. 
Companies  that  spend  big  bucks  on  tech¬ 
nology  are  no  more  likely  to  be  profitable 
than  those  that  don't,  according  to  the  study. 
Good  management,  business  strategy  and 
products  still  matter  more  to  a  company's 
fortune  than  good  IT. 

-C.  Koch 


“Then  they  wanted  to  start  customizing  it  to 
fit  their  most  basic  back-office  processes.  It 
made  no  sense.”  Payroll  and  HR  practices 
don’t  vary  widely  among  companies  or 
industries,  and  the  practices  built  in  to  most 
ERP  software  packages  for  these  functions 
are  pretty  good,  Mangan  says.  If  you’re  cus¬ 
tomizing  ERP,  CRM  or  another  enterprise 
software  package  for  your  most  generic 
processes,  you’re  not  ready  to  do  the  project. 

CONSIDER  PIECEMEAL 
OUTSOURCING  OPTIONS 

Given  the  costs  and  complexities  of 

turning  all  of  IT  over  to  someone  else  (just 
negotiating  the  contract  will  cost  you  up  to 
$200,000  for  a  midsize  company,  according 
to  Giga  Information  Group),  outsourcers 
now  let  you  do  it  by  the  slice.  Here  too,  a 
focus  on  improving  work  helps  sort  out  the 
good  deals  from  the  bad. 

Many  companies  have  had  success  out¬ 
sourcing  their  website  management  because 
the  work  doesn’t  vary  much  by  company  or 
industry.  Similarly,  infrastructure  outsourc¬ 
ing — data  centers,  Web  servers  and  net¬ 
works — is  growing  because  outsourcers  can 
achieve  economies  of  scale  that  individual 
companies  cannot.  Today  a  new  data  center 
costs  $400  per  square  foot  for  individual  com¬ 


panies,  Mangan  says.  But  leasing  from  the 
infrastructure  providers  costs  between  $40 
and  $100  per  square  foot. 

The  potential  downfall  of  piecemeal  out¬ 
sourcing  options  is  that  technology  changes 
frequently,  and  outsourcing  companies  must 
learn  as  they  go— often  at  the  expense  of  cus¬ 


tomers.  Bill  Hutchison,  global  director  for  the 
technology  industry  practice  of  Andersen, 
has  seen  four  different  technology  waves  in 
outsourcing,  from  sharing  space  on  main¬ 
frames  in  the  ’60s  to  application  service 
providers  (ASPs)  today.  “Until  a  new  tech¬ 
nology  settles  down,  costs  of  outsourcing  go 
up  to  the  point  where  you’d  be  better  off 
doing  it  yourself,”  he  says.  But  once  the  out¬ 
sourcers  gain  experience,  the  savings 
increase,  he  says,  adding  that  we’ve  just 
crossed  one  of  those  barriers  with  ASPs,  and 
savings  today  are  much  less  than  they  will  be 
in  a  few  years. 

Regardless  of  the  time  line  of  the  technol¬ 
ogy,  however,  you  have  to  be  more  specific 
about  the  work  with  an  outsourcer  than  you 
do  with  your  own  people.  “Your  employees 
have  better  access  to  the  people  who  can  fer¬ 
ret  out  answers,”  says  Coleman  Washington, 
chief  technology  officer  for  consultancy 
GNTS  in  The  Woodlands,  Texas. 

WHEN  OUTSOURCING,  THINK 
LOCATION,  NOT  PEOPLE 

You  don't  need  to  outsource  people;  you 

can  also  outsource  geography,  says  Howard 
Rubin,  CEO  of  Rubin  Systems,  a  Pound 
Ridge,  N.Y. -based  research  company.  IT  staff 
can  work  in  places  that  don’t  cost  as  much  as 


Silicon  Valley,  New  York  City  or  Boston.  But 
that  doesn’t  mean  swearing  off  civilization  for 
a  log  cabin  in  Montana,  either.  “If  your  com¬ 
pany  has  locations  in  Florida  or  Texas,  you 
could  do  the  same  work  you’re  doing  now 
for  a  third  less,”  he  says. 

Even  geographic-centric  companies  such 


Standardization  efforts  save  money  when 

they  create  similar  work  methods 

without  limiting  anyone's  ability  to  work. 
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as  New  York  City-based  financial  services 
company  Merrill  Lynch  are  experimenting 
with  lower-cost  areas.  Rubin  is  using  rented 
space  for  software  project  work  in  the  sub¬ 
urbs,  where  costs  are  still  high  but  nowhere 
near  the  stratospheric  levels  of  downtown. 
“We’re  trying  to  locate  in  places  so  we  can 
reduce  commutes  and  get  people  who 
wouldn’t  work  for  us  otherwise,”  says  Chris 
Corrado,  CTO  for  Merrill  Lynch.  Step  one: 
renting  temporary  space  to  project  teams.  If 
the  program  is  a  success,  step  two  will  be  cre¬ 
ating  permanent  “drop-in  development  cen¬ 
ters”  around  the  Manhattan  area,  he  says. 

STANDARDIZE  WORK,  NOT  PRODUCTS 

When  most  people  think  of  IT  standard¬ 
ization,  they  think  of  handing  out  the  same 
PCs  to  everyone  or  using  a  single  operating 
system.  But  the  biggest  benefits  come  from 
standardizing  work,  not  products.  If,  for 
example,  your  company  decides  to  upgrade 
Windows  on  everyone’s  computer,  there’s 
not  much  benefit  unless  IS  consolidates  help 
desk  services  with  standard  methods  for  ser¬ 
vicing  everyone’s  computer. 

The  Quickest  Cuts 

Lease  rather  than  buy  hardware.  Leasing 
keeps  technology  infrastructure  out  of  the 
capital  budget,  which  is  always  vulnerable 
during  hard  times. 

Renegotiate  contracts  with  vendors.  Bun¬ 
dle  services  to  get  deep  discounts. 

Kill  wireless.  The  technology  is  still  chang¬ 
ing  too  quickly,  wireless  Internet  access  is 
worthless,  and  most  people  don't  need  a  mo¬ 
bile  phone. 

Reduce  support  times.  Do  your  people 
really  need  24/7  support? 

Reduce  contract  help.  Some  consultants 
and  part-timers  may  not  be  needed. 

SOURCES:  GARTNER,  GIGA  INFORMATION  GROUP  AND  DARWIN  REPORTING 


Good  centralization  and  standardization 
efforts  save  money  when  they  create  similar 
work  methods  without  limiting  anyone’s 
ability  to  work.  That’s  the  experience  of 
Mike  Webb,  senior  vice  president  of  IT  at 
Flextronics,  a  Singapore-based  contract 
manufacturer.  In  August  2000,  Webb’s  IT 
team  brought  online  25  factories — some 
new,  some  acquired  from  outsourcing  cus¬ 
tomers — with  deep,  complex  ERP  systems. 

The  only  way  to  do  all  that  work  quickly 
was  to  standardize  on  the  same  technology 
(Baan  ERP,  in  this  case)  and  avoid  cus¬ 
tomizing  the  systems,  he  says.  To  make  sure 
the  edict  didn’t  hamstring  the  factories, 
Webb  established  a  committee  that  created 
several  options  for  manufacturing  processes. 
Having  choices  in  their  manufacturing 
methods  gives  the  plants  some  degree  of 
flexibility  to  fit  the  different  things  they 
make— cell  phones,  routers  or  PCs,  for 


example— for  their  clients. 

Controlling  IT  costs  with  an  eye  toward 
improving  work  takes  longer  than  you 
might  like  and  probably  won’t  result  in  as 
many  short-term  savings  as  simply  taking  an 
ax  to  the  IT  budget.  But  the  long-term  effects 
will  far  outweigh  the  disadvantages.  Big 
enterprise  software  projects  will  go  more 
smoothly,  take  less  time  and  cost  less.  Out¬ 
sourcing  contract  costs  won’t  balloon  over 
time  as  the  outsourcer  attempts  to  extract  its 
margins  out  of  low-ball  initial  agreements.  IS 
won’t  waste  time  acting  as  guard  dog  over 
untenable  standardization  programs.  The 
measure  that  ultimately  matters  most — pro¬ 
ductivity-will  rise  over  time  because  the 
actions  IS  takes  will  succeed  in  reducing  the 
time  it  takes  people  to  do  their  work.  PI 


Executive  Editor  Christopher  Koch  can  be  reached  for 
comment  at  koch@darwinmag.com. 
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Without  visibility,  your  network  is  lost  Only  NetScout  guides  you  through  stormy  waters 
with  the  nGenius™  Performance  Management  System.  You  can  measure  application 
and  network  performance,  anticipate  future  capacity  needs,  reduce  the  cost  of  your 
operation,  and  quantify  the  effectiveness  of  your  infrastructure  investment.  To  receive 
your  free  informational  CD  and  get  your  company  out  of  the  fog,  call  1-888-999-5946  or 
visit  www.netscout.com/cio.  Make  your  e-business  infrastructure  investment  count... 
before  your  company  hits  the  rocks. 


Security  Planning 


You've  just  been  hacked. 

Now  what?  Here's  how  to  think  through 
your  responses  ahead  of  time  to  avoid 
resorting  to  panic  mode. 

BY  DAINTRY  DUFFY 


Don't  Press  the 


At  1  2: 1 2  a.m.  on  May  1 , 2001 ,  in  the  wake  of  the  tense  standoff  over 

the  downed  U.S.  spy  plane  on  China's  Hainan  Island,  Tradebonds. corn's 
intranet  underwent  a  drastic  redesign.  A  black  backdrop  replaced  the 
usually  staid  blue  log-in  page,  and  across  the  page  a  stripper  danced  to 
music,  gyrating  her  way  in  (and  out)  of  a  purple  bikini.  Vivid  red  text 
adorning  the  top  of  the  page  conveyed  an  almost  cartoonlike  threat: 
"We'll  get  back  at  you  America!" 

Upon  discovering  the  site's  saucy  new  mascot  the  next  morning, 
nobody  knew  quite  what  to  make  of  it.  "I  thought  this  was  some  sort  of 
joke,"  recalls  Ed  Prado,  president  and  CEO  of  the  Newport  Beach, 
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Calif. -based  company.  “Internally,  there  was  absolute 
disbelief  over  what  had  happened.” 

The  first  reaction  to  a  security  breach  is  almost 
always  denial.  This  must  be  a  network  glitch  or  a  stupid  joke.  Once 
the  severity  of  the  situation  sinks  in,  however,  a  variety  of  emo¬ 
tions  ensue— anger  at  the  perpetrator,  betrayal  by  the  security  ven¬ 
dors  that  didn’t  prevent  it  from  happening  and  finally,  sheer  panic. 
“Anarchy  looks  organized  compared  to  [the  first  24  hours  after  an 
attack],”  says  Mark  Rasch,  former  head  of  the  computer  crime  unit 
at  the  U.S.  Department  of  Justice  and  now  vice  president  for  cyber- 
law  at  New  York  City-based  Predictive  Systems,  a  security  consul¬ 
tancy.  By  the  time  companies  have  worked  through  these  emotions 
and  started  addressing  the  problem,  they’ve  wasted  precious  time— 
and  the  situation  has  likely  worsened. 

The  reason  for  all  the  panic  is  that  many  companies  don’t  have 
a  well-defined  incident  response  plan  to  guide  them  when  a  virus 
or  a  hacker  fells  their  systems.  They  don’t  know  who  to  call  for 
help,  when  and  how  to  communicate  the  problem  to  their  employ¬ 
ees,  customers  and  the  media,  or  how  best  to  get  back  online. 

But  companies  can  no  longer  afford  to  make  these  decisions  on 
the  fly  because  the  cost  of  security  breaches  is  increasing  expo- 


In  their  haste  to  RESTORE  their  sites, 
companies  trample  and  sometimes 
entirely  ERASE  the  crime  scene. 


Have  a  Plan 


EVERY  COMPANY  NEEDS  AN  INCIDENT  RESP 
PLAN.  HERE'S  WHAT  IT  SHOULD  INCLUDE. 


The  members  of  the  incident  response  team:  their  names, 
titles,  around-the-clock  contact  information  and  their  roles 
in  a  security  breach. 

The  contact  information  for  vendors  contracted  to  help 
during  a  security  emergency. 

How  and  when  employees,  customers  and  strategic 
partners  will  be  informed  of  the  problem. 

The  situations  in  which  the  authorities  should  be  called 
in  or  notified  along  with  information  on  how  to  reach  a 
preestablished  contact  person  at  the  relevant  agencies. 

Escalation  procedures  that  lay  out  actions  the 
company  should  take  if  an  attack  turns  out  to  be 
protracted  or  especially  damaging. 

-D.  Duffy 


nentially.  The  2001  annual  computer  crime  survey  conducted  by 
the  Computer  Security  Institute  (CSI)  and  the  FBI  reveals  a  dis¬ 
turbing  upward  trend  in  the  cost  of  breaches,  and  it  suggests  that 
a  company’s  chances  of  facing  a  security  threat  are  quite  high.  Of 
538  U.S.  corporations,  government  organizations  and  universities 
that  responded  to  the  2001  survey,  85  percent  admitted  that  their 
security  had  been  breached  in  the  last  12  months.  Of  those,  35  per¬ 
cent  were  willing  and  able  to  quantify  their  losses.  Those  186  orga¬ 
nizations  reported  a  whopping  combined  total  of  $378  million  in 
financial  losses.  In  contrast,  losses  from  249  respondents  in  2000 
totaled  a  distinctly  smaller  $266  million. 

By  those  standards,  Tradebonds.com  was  relatively  lucky.  No 
customers  viewed  the  dancing  stripper,  and  the  damage  was  lim¬ 
ited  to  a  few  hours  of  lost  productivity  as  employees  processed  cus¬ 
tomer  orders  manually  while  the  site  was  down  for  repairs.  But 
you  can’t  depend  on  luck.  To  minimize  the  damage  of  security  inci¬ 
dents,  your  company  should  make  some  basic  choices  about  how 
you  will  approach  potential  security  situations,  codify  those 
choices  in  a  detailed,  written  incident  response  plan  that  can  serve 
as  a  blueprint  in  the  event  of  a  crisis,  and  decide  ahead  of  time  who 
will  be  in  charge  of  implementing  that  plan  (see  “Have  a  Plan,” 
left).  As  you  develop  your  incident  response  plan,  you  need  to 
think  through  the  following  critical  issues.  By  preparing  ahead  for 
a  possible  breach,  you  can  avoid  resorting  to  panic  mode  and  make 
the  recovery  process  faster  and  smoother. 

AV#iD  THE  QUICK-FIX  TRAP 

When  confronted  with  a  website  defacement,  the  first  impulse  is 
often  to  take  down  the  site,  fix  it  quickly,  put  it  back  up  and  hope 
that  nobody  noticed.  But  a  rushed  fix  can  make  matters  worse.  The 
security  holes  that  allowed  hackers  to  change  the  page  in  the  first 
place  remain  open  for  someone  else  to  find  and  exploit;  since  hack¬ 
ers  frequently  brag  about  their  successful  ploys  on  Internet  message 
boards,  companies  are  almost  guaranteed  an  endless  stream  of  re- 
hacks.  Many  hackers  also  build  a  back  door  into  their  handiwork, 
allowing  them  to  easily  get  back  in  and  do  more  damage  later. 

Implementing  a  quick  fix  can  also  quash  a  company’s  ability  to 
track  down  and  prosecute  the  perpetrator.  In  their  haste  to  restore 
their  sites,  companies  trample  and  sometimes  entirely  erase  the 
crime  scene.  So  the  first  step  is  assessing  the  extent  of  the  damage. 
Was  the  hacker  just  creating  a  little  harmless  graffiti  or  did  he  gain 
access  to  critical  customer  or  proprietary  information? 
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Often  companies  will  find  that  their  initial  reading  of  the  situa¬ 
tion  was  completely  wrong.  On  one  of  Rasch’s  assignments,  a  com¬ 
pany  initially  thought  an  employee  was  trying  to  launch  a 
denial-of-service  attack  (the  act  of  incapacitating  a  network  with  a 
flood  of  traffic)  using  some  Eastern  European  computers.  Upon 
investigation  Rasch  and  his  team  discovered  that  the  employee  in 
question  had  downloaded  some  apparently  harmless  gaming  soft¬ 
ware  that  was  trying— unbeknownst  to  the  hapless  gentleman— to 
connect  him  to  a  porn  site.  But  because  the  software  had  the  wrong 
website  address,  it  kept  trying  different  addresses,  thus  making  it 
look  like  the  employee  was  launching  a  series  of  attacks. 

WATCH  Y#UR  BACKUP 

One  technique  for  buying  time  to  investigate  without  jeopardizing 
the  business  is  to  maintain  backup  servers  with  frequently  updated 
copies  of  all  website  pages.  A  company  hit  by  a  security  breach  can 
then  run  its  site  from  the  backup  servers  while  combing  through 
evidence  on  the  primary  system.  The  cost  of  this  proposition  varies 
widely,  depending  on  the  size  and  dynamics  of  the  site  in  question. 
As  a  ballpark  estimate,  the  one-time  license  fee  could  run  in  the 
thousands,  and  ongoing  annual  maintenance  costs  likely  in  the 


hundreds.  But  having  backup  for  a  larger  site  may  be  worth  it  when 
you  consider  the  value  it  offers.  A  company  can  immediately  bring 
a  clean  copy  of  the  site  back  up,  examine  the  damaged  site  to  deter¬ 
mine  in  detail  what  happened  and  avoid  a  rushed  fix. 

When  San  Francisco  TV  station  KPIX  had  its  online  news  web¬ 
site  hacked  last  year,  Webmaster  John  LeBlanc  learned  an  impor¬ 
tant  lesson  about  having  backup  systems  at  the  ready.  In  the  first 
hack,  someone  got  into  the  site  and  posted  fictional  news  stories. 
“They  were  all  pretty  far-fetched,”  LeBlanc  notes,  so  visitors  would 
likely  have  recognized  the  gag.  The  station  fixed  the  first  hack  and 
patched  the  holes.  But  in  a  second  incident,  someone  broke  in  to 
one  of  the  site’s  main  servers  and  changed  the  root  user  password- 
meaning  that  nobody  could  log  on  to  the  website. 

Those  two  incidents  prompted  KPIX  to  change  its  approach  to 
security.  “We’ve  set  it  up  so  that  we  can  dynamically  reroute  requests 
to  other  servers  and  can  bring  up  another  machine  temporarily,” 
LeBlanc  says.  He  also  emphasizes  the  importance  of  frequently  back¬ 
ing  up  all  systems  so  that  recent  copies  of  webpages  and  critical  data 
are  always  available  if  the  originals  are  damaged  or  altered. 


CALL  IN  Y#UR  TEAM 

In  almost  every  case,  calling  in  the  incident  response  team  should 
be  at  the  top  of  the  list  of  action  items  on  a  company’s  incident 
response  plan.  This  cross-functional  group  of  executives  and  repre¬ 
sentatives  from  IS,  each  business  unit,  public  relations,  the  legal 
department,  marketing  and  communications,  and  human  resources 
must  be  in  place  ahead  of  time  and  trained  how  to  respond  in  the 
event  of  a  security  breach.  “When  I  see  that,  I  have  a  big  smile  on  my 
face,”  says  Bob  Weaver,  assistant  special  agent  in  charge  of  the  Secret 
Service’s  New  York  City-based  electronic-crimes  task  force,  “because 
I  know  that  company  is  prepared  to  protect  intellectual  property  and 
operational  data.  That’s  a  good  business  model.” 

The  company  needs  to  have  at  least  three  ways  of  contact¬ 
ing  each  person  on  the  team,  because  attacks  frequently 
occur  during  off-hours  and  knock  out  forms  of  com¬ 
munication  such  as  e-mail.  “I  know  exactly  how  to 
contact  everyone  right  up  to  the  CEO,  24/7,”  says  the 
security  director  for  a  U.S. -based  Fortune  100  technol¬ 
ogy  company  that  suffered  through  the  I  Love  You  virus 
last  year.  (The  company  deals  with  an  average  of  1,600 
hacking  attempts  per  month— 150  of  which  it  classifies  as 
serious.)  “If  I  was  notified  that  our  site  was  defaced,  I  could  let 
[the  CEO]  know  straightaway,  because  he  can  very  quickly  engage 
the  business  units  internally,”  says  the  security  director,  who  we’ll 
call  Peter  Baker. 
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Corporate  politics  can  hinder  the  effective  execution  of  an  inci' 
dent  response  plan.  So  Baker  strongly  advises  companies  to  endow 
the  incident  response  team  leader  with  the  ability  to  overrule 
department  heads  and  executives.  He  points  to  cases  within  his 
company  when  business  unit  heads  were  approached  with  evidence 
of  possible  internal  security  breaches.  They  viewed  investigations 
as  a  waste  of  time  and  tried  to  stop  them.  With  the  CEO’s  backing, 
the  security  director  was  able  to  override  the  business  unit  heads, 
and  in  at  least  one  case,  the  investigation  turned  up  incriminating 
information  that  resulted  in  the  termination  of  some  employees. 


KN#  W  WHAT  TO  SAY  AND  WHEN 

The  reflexive  response  during  a  security  breach  is  often  to  shut 
down  the  lines  of  communication  for  fear  that  the  news  will  leak  to 
the  media.  But  proactive  communication  can  be  a  powerful  weapon 
during  such  an  event.  The  company’s  incident  response  plan  should 
detail  how  and  when  the  situation  will  be  communicated  to  the 
company’s  employees,  customers  and  business  partners,  as  well  as 
to  the  media  so  that  during  a  security  emergency,  executives  don’t 
waste  time  hemming  and  hawing  over  whether  to  go  public. 

In  the  case  of  employees,  the  message  cannot  get  out  soon 
enough.  Baker’s  Fortune  too  company  navigated  the  I  Love  You 
virus  with  far  less  technical  disruption  than  many  of  its  counter- 
parts,  thanks  to  its  effective  employee  communication  strategy. 
When  the  virus  hit,  the  company  invoked  its  incident  response 
communications  plan  to  ensure  that  each  of  its  more  than  20,000 
worldwide  employees  understood  the  situation  and  their  respon¬ 
sibilities.  On  the  first  morning  of  the  attack,  as  employees  made 
their  way  to  their  desks,  they  walked  by  signs  and  were  handed 
fliers  alerting  them  to  the  virus  and  detailing  what  they  should  look 
for  in  suspicious  e-mails.  In  addition,  each  employee  got  a  voice 
mail  and  an  e-mail  message  repeating  the  information.  “On  the 
first  day  we  had  these  mechanisms  in  place,  and  by  the  third 
day  everyone  was  very  suspicious  of  different-looking  e- 
mails,”  Baker  says. 

The  plan  was  a  technical  success  as  well.  While  other 
companies  had  to  shut  down  their  e-mail  servers  for  up 
to  four  days  to  cope  with  the  attack,  Baker’s  company 
had  to  pull  the  plug  only  on  its  European  e-mail  servers 
and  just  for  a  single  two-hour  period. 

When  it  comes  to  telling  the  outside  world  about  a  security 
incident,  communication  is  easier  when  you’re  fighting  off  a  well- 
known,  widespread  virus.  It’s  harder  to  decide  what  to  say  and  to 
whom  when  only  your  company  has  been  hit.  That  is  why  it  is 
important  to  engage  PR  people  who  are  well  trained  in  technology 


Finding  the  Feds 

FOR  INFORMATION  ON  HOW  GOVERNMENT 

AGENCIES  CAN  HELP  YOU  FIGHT  CYBERCRIME, 

CHECK  OUT  THESE  SITES 

The  Electronic  Crimes  Branch 

of  the  Secret  Service 

1 

www.ustreas.gov/usss 

The  FBI's  Internet  Fraud 
Complaint  Center 

www.ifccfbi.gov 

U.S.  Department  of  Justice 

www.cybercrime.gov 

CERT  Coordination  Center 

(a  security  research  and  reporting  center) 

www.cert.org 

issues  and  have  a  deep  understanding  of  the  sensitive  nature  of  secu¬ 
rity  issues.  By  being  proactive,  they  can  help  a  company  turn  even 
a  potentially  reputation-damaging  situation  into  a  positive  story. 

“Be  prepared  to  come  clean  before  the  press  does,”  advises  Pat 
Donnelly,  a  director  in  Aon  Corp.’s  Technology  and  Telecommu¬ 
nications  Risk  Group  in  Chicago.  When  companies  come  out  with 
the  news  of  a  security  breach  first,  they  can  portray  themselves  as 
good  corporate  citizens  rather  than  let  the  media  paint  them  as  vic¬ 
tims  or  villains.  In  certain  cases  companies  have  a  legal  obligation 
to  come  forward.  For  example,  financial  services  companies  must 
file  a  suspicious  activity  report  with  the  Securities  and  Exchange 
Commission  (SEC).  And  in  any  industry,  companies  can  be  held 
legally  liable  for  failing  to  warn  a  critical  business  partner  that  its 
systems  have  been  placed  in  jeopardy. 

DR# P  THE  DIME 

Deciding  whether  to  alert  the  authorities  has  always  been  a  sticky 
issue  for  corporations  that  often  equate  calling  in  the  Secret  Service 
or  FBI  to  going  public.  But  the  high  cost  of  an  attack  has  led  an 
increasing  number  of  companies  to  eschew  the  “don’t  tell”  man¬ 
date  of  years  past;  they’re  not  only  getting  mad  about  security 
attacks,  they’re  trying  to  get  even. 

A  company’s  incident  response  plan  should  detail  whether  the 
authorities  will  be  called  in  each  given  case.  For  example,  when  an 
employee  receives  a  threat  via  e-mail  or 
trade  secrets  have  been  compromised, 
calling  the  cops  is  the  obvious  choice. 

However,  if  an  employee  is  suspected 
of  accessing  information  that’s  consid¬ 
ered  off-limits,  it  could  be  a  matter  best 
dealt  with  in-house.  The  security  team 


darwinmag.com 

Download  examples  of  the 
SECRET  SERVICE'S 

incident  response  forms 
at  www.darwinmag 
.com/printlinks. 
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Your  company's  strategy  will  never  become  reality 

»  w  #  ' 

■ 

if  your  IT  team  can't  find  the  resources  they  need. 

*  * 


Darwin's  B2B  Network  puts  buyers  looking  for  IT  resources  in  touch  with  top-notch  technology  and 
e-business  solution  providers — from  consultants  to  service  providers  to  contract  employees.  Your  technology 
team  can  search  the  directory  by  location  or  category,  qualify  and  contact  providers  online,  and  post  RFPs  to 
gather  competitive  bids.  Which  means  they'll  quickly  find  the  technology  resources  they  need  to  drive  your 
company's  business  objectives. 


darwin 

B2B  Network 

darwinmag.newmediary.com 


IT  Services 


Software 


Consulting 


Hardware 


Network  Services 


Web  development 


Security  Planning 


members  at  Baker’s  Fortune  100  company  have  purposely  formed 
strong  relationships  with  members  of  the  FBI  and  the  Secret  Ser¬ 
vice  so  that  if  attacked,  they’re  not  just  calling  an  anonymous  toll- 
free  number.  The  company’s  policy  is  to  call  the  authorities  in  the 
case  of  a  quantifiable  financial  loss,  theft  of  data  or  business  dis¬ 
ruption.  But  the  attacked  company  must  prove  a  financial  loss; 
according  to  Baker,  federal  law  enforcement  won’t  get  involved  if 
the  financial  loss  is  less  than  $50,000. 

The  authorities  have  also  shown  an  increased  willingness  to 
help  companies  with  security  planning  ahead  of  time.  “We  see 
ourselves  as  public  servants,”  says  the  Secret  Service’s  Weaver.  “If 
I  can  be  proactive  with  you,  help  you  educate,  train,  create  aware¬ 
ness,  then  maybe  we’re  preventing  a  crime  or  at  least  helping  to 
mitigate  the  damage.”  Like  a  fireman,  Weaver  doesn’t  really  want 


An  INCREASING  number  of  companies 
are  eschewing  the  "DON'T  TELL"  mandate 
of  years  past. 


your  business.  “I  would  prefer  that  [companies]  handle  these  sit¬ 
uations  up  front  with  their  incident  response  teams,”  he  says.  “But 
when  they  do  come  to  us,  they’re  better  prepared,  everything  has 
been  preserved,  and  it’s  smooth  and  seamless.” 

More  companies  are  hoping  that  by  coming  forward  they  can  at 
least  deter  garden-variety  hackers  from  attacking  their  systems.  The 
2001  CSI-FBI  computer  crime  survey  showed  a  marked  rise  in  the 
number  of  companies  reporting  incidents.  In  1996  only  16  percent 
of  respondents  reported  intrusions  to  law  enforcement.  By  last  year 
that  number  had  grown  to  25  percent,  and  in  2001, 36  percent  called 
in  the  authorities  (see  “Finding  the  Feds”  Page  64). 

BEAT  Y#URSELF  UP  A  LITTLE 

Systematically  reviewing  how  your  company  has  handled  security 
threats  can  help  refine  your  incident  response  plan.  Baker’s  com¬ 
pany  holds  brutal  post  mortems:  The  entire  incident  response  team 
reviews  what  happened  and  how  the  response  could  have  been  bet¬ 
ter.  “It’s  always  the  human  foibles,”  Baker  says,  “things  like  people 
are  on  call  but  don’t  answer  their  pagers.”  Yet  even  small  matters  can 
make  a  big  difference  in  an  emergency.  “People  might  feel  uncom¬ 
fortable  explaining  things  that  happened,  or  feel  that  they’re  attack¬ 
ing  someone,  he  says.  But  it  can  be  a  healthy  debate.  Only  positive 
results  come  out.”  For  instance,  postmortems  have  led  the  company 
to  train  employees  on  the  techniques  that  virus  writers  use  to  entice 


people  to  open  their  e-mails. 

At  KPIX,  LeBlanc  learned  a  great 
deal  from  the  station’s  two  hacking 
incidents.  “A  lot  of  it  is  advance  plan¬ 
ning,”  he  says,  “and  knowing  what  the 
worst-case  scenario  is,  and  that  you  can  never  have  100  percent 
security.”  Since  it  was  hacked,  KPIX  has  upgraded  its  security  soft¬ 
ware  and  has  invested  in  a  more  robust  network  backup  solution. 
The  station  now  also  logs  all  connections  made  to  the  network 
with  a  time  and  date  stamp  so  that  if  a  breach  occurs,  KPIX  can 
easily  track  exactly  when  it  happened.  “I  won’t  pretend  that  we’re 
impervious  to  attacks,”  LeBlanc  says.  “No  network  is.” 

No  matter  how  good  your  company’s  plan  is,  there’s  always  room 
for  improvement.  Experts  recommend  thinking  of  your  incident 
response  plan  as  a  living  document  instead  of  relegating  it  to  a  three- 
ring  binder  that  will  gather  dust.  One  way  to  do  this  is  to  create  tai¬ 
lored  incident  response  forms  for  your  security  team  so  that  every 
hacking  attempt  is  logged  and  learned  from,  says  the  Secret  Service’s 
Weaver.  Even  a  battle-scarred  security  professional  like  Baker  finds 
himself  constantly  testing  different  scenarios  and  updating  his  com¬ 
pany’s  plan  accordingly.  “No  matter  how  much  planning  you  do, 
you  can’t  think  of  every  contingency,”  he  says.  And  while  it  may 
seem  like  a  morbid  exercise  to  plan  for  the  very  worst  kinds  of  secu¬ 
rity  attacks  that  could  befall  your  company.  Baker  insists  that  it 
wont  be  a  waste  of  time.  “When  you  plan  for  nothing,  it’s  a  whole 
lot  worse,”  he  says.  “That’s  when  it  really  paralyzes  you.”  PI 


Senior  Editor  Daintry  Duffy  wants  to  know  how  your  company  has  prepared  for  a  secu¬ 
rity  threat.  E-mail  her  at  dduffy@darwinmag.com. 
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Brokerage  network  problems 


Get  Sprint  Global  Data  SolutionsSM. 


For  performance,  reliability,  and  customer  support.  Sprint  can  help  reduce  your  worries. 


Don't  find  yourself  trying  to  explain  huge  losses.  Ask 
about  what  you're  entering  into  before  you  commit 
your  network  to  a  communications  provider. 

With  Sprint,  you  get  high-performance  WAN  and 
Internet  solutions  for  your  domestic  and  international 
needs  that  you  can  both  rely  on  and  build  upon, 
with  new  e-business  applications.  Sprint  Global  Data 
products  and  services  help  you  leverage  your  existing 
technology  or  migrate  to  more  advanced  data  solutions 
to  keep  your  mission-critical  data  flowing  freely 
(and  securely). 


The  self-healing  SONET  technology  of  the  Sprint  network, 
with  fewer  network  outages  than  other  major  carriers, 
provides  your  network  with  increased  survivability. 

That,  combined  with  some  of  the  most  comprehensive 
service  level  agreements  in  the  industry,  fortifies  our 
commitment  to  network  performance  and  quality 
customer  service. 

Why  not  make  yourself  feel  more  comfortable  with 
a  security  blanket  right  now? 

Visit  www.sprintbiz.com/data_solutions 
or  call  1  877  203-7263 


Sprint 


Copyright  ©  Sprint  2001.  All  rights  reserved.  Photograph  used  with  permission  of  NYSE 
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•Estimated  street  price,  prices  may  vary. 

NEC  is  the  #  1  best-selling  flat  panel  monitor  brand  according  to 
data  from  Stanford  Resources,  Inc.  Flat  Panel  Monitrak  Q4  ’00. 
MultiSync  is  a  registered  trademark  of  NEC-Mitsubishi 
Electronics  Display  of  America. 

©2001  NEC-Mitsubishi  Electronics  Display  of  America,  Inc. 

All  rights  reserved.  Simulated  image  in  monitor. 


Your  wait 


is  over. 


The  best-selling  brand  of  flat  panel  monitors 

now  surprisingly  affordable  at  under  $500* 


Think  NEC  MultiSync®  flat  panel  monitors  are  out  of  your  price  range?  Think  again. 
These  models  offer  crisp,  sharp  images  and  less  flicker  for  reduced  eyestrain.  Get 
great  performance,  lower  energy  consumption  and  space-saving  design,  all  at  a 
very  nice  price.  See  it.  Believe  it.  Buy  it.  SEE  mOQE. 


To  find  out  how  to  save  even  more 


go 


to 


www.necflat.com/cio 

- - - 


NEC/MITSUBISHI 

NEC-MITSUBISHI  ELECTRONICS  DISPLAY 


Interview:  Thomas  Koulopoulos 


TECHNOLOGY  CAN  HELP  TURN  STAID  SKILLS-TRAINING  INTO  LEARNING  ON  THE  FLY 


by  elaine  m.  cummings 


Your  high  school  and  college  days  might  be  a  distant  memory,  but  we 

bet  you  can  instantly  recall  the  sweaty  palms  and  racing  pulse  you  felt  before  tak¬ 
ing  a  final  exam.  It  may  have  been  no  fun,  but  still,  it's  all  a  part  of  the  learning 
process:  You  listen  to  the  teacher,  study  and  get  tested  on  your  knowledge. 

But  what  if  there  was  a  way  to  make  learning  less  linear?  What  if  you  could  learn 
what  you  need  to  know  at  the  moment  you  need  to  know  it?  That  notion  has  been 
getting  some  attention  during  the  past  couple  years,  as  technology  has  made  learn¬ 
ing  on  demand  feasible.  Proponents  say  it's  the  next  phase  of  e-learning  and  that  it 
has  the  potential  to  revolutionize  how  people  gain  and  share  knowledge. 

E-learning's  predecessors  have  been  around  since  Plato,  first  in  the  form  of 
instructor-led  classroom  education  and  more  recently  in  computer-based  training  or 
programmed  instruction  via  audiocassettes,  videoconferencing  and  CD-ROMs. 
What  s  different  is  the  shift  in  thinking  from  a  traditional  classroom  exercise  in  learn¬ 
ing  to  the  concept  of  obtaining  just  the  right  amount  of  knowledge,  at  just  the  right 
time  and  in  just  the  right  setting.  (See  "What  Is  E-Learning?"  May  2001.)  Next- 
generation  e-learning  differs  from  other  forms  of  education  in  that  it  eliminates  the 
barriers  of  time  and  distance,  and  personalizes  the  user's  experience. 

Still,  e-learning  in  general  is  considered  to  be  in  its  infancy.  In  fact,  as  late  as  1997, 
U  S.  companies  were  spending  virtually  nothing  on  online  training,  according  to  IDC 
(a  sister  company  to  Darwin's  publisher,  CXO  Media).  But  by  2004,  IDC  predicts  that 
corporate  spending  on  e-learning  will  increase  dramatically  to  $14.5  billion. 
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Interview:  Thomas  Koulopoulos 


,  author  of  The  Why  can't  good  old-fashioned  training 

X'Economy  and  president  and  founder  of  do  the  job? 

Boston-based  research  consultancy  The  It  can,  as  long  as  you  have  the  time  and  can 

Delphi  Group,  says  that  e-learning  shows  keep  the  rest  of  the  world  at  bay.  I’m  not 

great  promise— analysts  predict  that  it  will  being  flip  here.  There  are  times  when  you 
be  the  next  big  thing  but  it  s  not  there  yet.  can — and  should — unplug  from  the  world. 

“A  combination  of  poor  platforms  for  per-  But  most  of  the  time,  all  hell  is  breaking  loose; 

sonalization,  immature  Web-based  delivery,  employees,  clients  and  business  partners  are 
and  most  notably,  entrenched  culture  and  playing  a  game  of  musical  chairs;  and  none  of 
old  attitudes  about  training  have  held  it  us  can  afford  to  walk  away  from  the  tasks  at 
back,  he  says.  Koulopoulos  also  thinks  that  hand.  Yet  we  still  need  to  learn  continuously 
could  change.  “To  wring  the  full  potential  in  order  to  do  the  task— especially  when  the 
from  e-learning,  executives  need  to  rethink  task  changes  from  day  to  day.  That’s  why  I 
training,  personalize  it  and  slice  it  into  smaller  refer  to  e-leaming  as  just-in-time  learning, 
chunks  for  just-in-time  delivery,”  he  says. 

Darwin  Managing  Editor  Elaine  Cum¬ 
mings  sat  down  with  Koulopoulos  in  his 
Boston  office  to  learn  more  about  the  state 
of  e-learning. 

□  □  □  □  □ 

DARWIN  We  have  e-commerce,  e-strate- 
gies,  e-tailers  and  e-solutions.  Why  do  we 
need  another  e-anything? 

KOULOPOULOS:  Two  words:  volatility  and 
velocity.  Markets  and  business  relation¬ 
ships  have  never  been  so  uncertain,  and 
they  have  never  changed  so  rapidly.  The 
number  of  opportunities— despite  the  eco¬ 
nomic  climate— has  never  been  greater, 
but  each  opportunity  has  a  shorter  and 
shorter  duration.  When  you  act,  you  have 
to  act  immediately.  Latency  is  dead.  Yet 
the  information  available  with  which  to 
act  has  never  been  more  abundant. 


E-Learning  terms  you  need  to  know 


E-LEARNING  Interactive  learning  that  uses 
computer  and  communications  technologies 
to  train  or  educate.  But  instead  of  replacing  a 
teacher  with  a  computer,  technology  is  woven 
into  all  aspects  of  the  educational  process,  includ¬ 
ing  its  design,  delivery,  testing  and  application. 

DISTANCE  LEARNING  Uses  materials 
such  as  textbooks  that  are  not  necessarily  tech¬ 
nology  driven  but  simply  gets  mailed  to  a 
remote  student.  It  removes  the  need  to  be  in  the 
same  place  at  the  same  time  as  an  instructor. 

COMPUTER-BASED  TRAINING  Self- 
paced  portable  content  (typically  available  on 
CD-ROM). 

WEB-BASED  LEARNING  Uses  the  com¬ 
puter  as  the  instructional  media  to  link  college 
student  and  teacher. 


What's  just-in-time  learning? 

I  define  it  as  the  application  and  deploy¬ 
ment  of  just  the  right  amount  of  training  at 
just  the  right  time  to  those  who  need  to 
possess  the  knowledge  or  learn  the  skill. 

How  is  it  different  from  computer-based 
training— what  some  call  CBT? 

Simple.  E-leaming  may  have  had  its  origins  in 
computer-based  training,  which  was  mostly 
an  attempt  to  automate  traditional  education 
without  changing  the  model.  But  e-leaming 
differs  from  that  and  other  forms  of  educa¬ 
tion — such  as  academic  education  or  distance 
learning— in  that  it  eliminates  the  barriers 
of  time  and  distance,  and  personalizes  the 
user’s  experience  for  the  moment  of  need. 
Computer-based  training  is  really  nothing 
more  than  recorded  education;  it’s  a  solution 
looking  for  a  possible  problem.  E-learning  is 
the  solution  to  the  current  problem. 

So  e-learning  is  more  than  an  alternative 
means  of  training? 

With  current  attention  focused  on  issues  such 
as  collaborative  commerce,  market  and  eco¬ 
nomic  volatility,  and  demand-chain  optimiza- 
tion,  e-learning  has  attained  a  far  more 
important  role  than  its  robot-like  predecessors. 

As  markets  get  more  complex,  our  tools 
for  sustaining  our  people  need  to  get  more 
sophisticated  as  well.  Don’t  dismiss  that. 
We  will  come  to  recognize  e-learning  as  a 
crucial  weapon  in  attaining  competitive 
advantage. 
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E-learning,  a  weapon?  Isn't  that  just 
more  technology  hype? 

Not  really.  Today,  in  the  wake  of  so  many 
ERP  [enterprise  resource  planning]  deba- 
cles  of  the  1990s,  organizations  are  begin¬ 


ning  to  realize  just  how  ill-equipped  they 
are  to  deal  with  major  changes  in  technol¬ 
ogy  and  processes.  As  competitive  pres¬ 
sures  escalate,  companies  will  grow  less 
tolerant  of  the  critical  skill  gap  that  exists 
between  the  abilities  of  their  average  work¬ 
ers  and  peak  performers.  In  that  context, 
just-in-time  learning  becomes  a  mandate 
for  maintaining  some  modicum  of  sanity 
and  efficiency. 

Even  if  you  don’t  buy  in  to  the  competi¬ 
tive  mandate — maybe  everyone  in  your 
industry  is  similarly  inept  at  learning— con¬ 
sider  the  toll  of  velocity  on  your  people.  We 
are  exceeding  any  reasonable  person’s 


capacity  to  adapt  through  traditional  means 
of  training.  The  result  is  that  a  lot  of  people 
feel  inadequate.  The  reality  is  that  we  have 
the  groundwork  in  place  to  create  a  gener¬ 
ation  of  failures  if  we  don’t  do  something 
about  the  way  we  learn. 

So  how  do  you  suggest  that  we  change 
our  current  thinking  about  corporate 
training? 

First,  accept  that  learning  is  no  longer  sim¬ 
ply  a  matter  of  continuous  improvement 
but  rather  a  fundamental  part  of  corporate 
strategy.  Then  think  about  taking  a  blended  - 
learning  approach. 


Traditional  Training  Versus  E-Learning 

THESE  TWO  LEARNING  STYLES  DIFFER  IN  EIGHT  IMPORTANT  WAYS 


TRADITIONAL  TRAINING  E-LEARNING 


DELIVERY 

Determines  when  the  learner  will  learn. 

Puts  the  learner  in  control  of  the  learning  process. 

RESPONSIVENESS 

Presumes  to  know  what  the  learner 

ought  to  learn. 

Lets  the  learner  set  the  agenda  and  solve  his  own 
learning  problems. 

ACCESS 

Moves  sequentially,  like  studying 
from  a  text  or  script. 

Allows  the  learner  to  set  the  order  and  agenda. 

SYM  M  ETRY 

Remains  physically  and  mentally 
separated  from  the  work  experience. 

Helps  make  learning  part  of  the  work  or  task. 

MODALITY 

Requires  a  clearly  defined  beginning, 

middle  and  end. 

Takes  place  whenever,  however,  in  just  the  right 

amounts. 

AUTHORITY 

Places  content  responsibility 

on  the  educator  or  administrator. 

Lets  the  learners  and  educators  determine  content 
collaboratively. 

PERSONALIZATION 

Conveys  little,  if  any,  sense  of  relationship 

between  the  learner  and  the  material. 

Intensely  targets  the  individual  learner. 

ADAPTIVITY 

Remains  fixed  in  time  and  space  until  the 
training  stops  and  new  materials  replace 

the  old. 

Places  the  learner  at  the  center  of  the  learning 
process,  giving  him  control  over  both  content 
and  process. 

SOURCE:  THE  DELPHI  GROUP  STUDY.  "ENTERPRISE  E-LEARNING  2001  " 
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What's  blended  learning? 

Think  of  blended  learning  as  using  the  right 
tool  for  the  right  job.  Our  ability  to  learn 
has  always  been  a  direct  function  of  our 
ability  to  communicate  knowledge  in  an 
asynchronous  mode— to  record  knowledge 
and  then  share  it  with  someone  else  in 
another  time  or  place.  From  storytelling  to 
the  etchings  on  cave  walls  to  e-mail,  we 
have  seen  a  consistent  and  steady  accelera¬ 
tion  in  our  ability  to  communicate  in  asyn¬ 
chronous  terms.  Yet  we  all  agree  that  the 
most  powerful  learning  happens  in  syn¬ 
chronous  mode— real-time  learning.  For 
example,  when  your  father  or  mother 
taught  you  to  drive  they  didn’t  send  you  off 
with  a  tape  recorder. 

How  does  blended  learning  work  in  an 
organization? 

Imagine  Sue  is  working  on  a  widget  machine 
that  suddenly  breaks  down  in  the  midst  of  a 
critical  production  run.  Without  missing  a 
beat,  the  e-leaming  system  scans  the  network 
for  a  widget  machine  operator  expert.  It  finds 
one  halfway  across  the  globe.  He  is  able  to 
receive  the  specs  of  the  current  situation  and 
routes  a  videoconference  call  with  Sue  back 
at  her  location.  The  expert  walks  Sue  through 
the  repair  process  then  records  the  whole  ses¬ 
sion  for  future  reference. 

And  capturing  that  information  is  key  to 
corporate  learning? 

As  organizations  grow  more  complicated, 
it’s  not  the  information  that  has  value- 
information  is  abundant  and  even  over¬ 
flowing— it’s  the  information  about  the 
information— that  is,  the  knowledge  of 
when  the  information  is  useful,  what  to  do 
with  it  and  how  to  reuse  it  that  is  most 
valuable.  That’s  where  e-learning,  espe¬ 
cially  in  a  blended  mode,  can  help  by 
applying  know-how  to  where  it  is  needed, 
when  it  is  needed. 


It  sounds  as  if  e-learning  essentially 
morphs  into  knowledge  management. 

Absolutely.  The  best  definition  of  knowl¬ 
edge  management  I  ever  heard  was  from  a 
client  who  said  to  me,  “My  organization  is 
just  a  bunch  of  answers,  all  waiting  for  the 
right  question  to  be  asked.” 

But  is  the  technology  that  supports 
e-learning  soup  yet? 

We’ve  started  down  the  road.  The  Internet 
is  a  huge  assist  as  a  common  platform  for 
sharing  experience  and  knowledge,  but  these 
are  all  baby  steps.  I  am  passionate  about  e- 
learning,  but  I  am  not  leading  a  revolution— 
not  yet,  anyway.  Traditional  learning  is  just 
too  embedded  in  our  individual  and  collec¬ 
tive  psyche.  We  can’t  exorcise  the  models  we 
have  grown  up  with  overnight,  nor  should 
we.  As  I  said  at  the  outset,  there  is  something 
magical  and  necessary  about  being  able  to 
unplug  from  your  day  to  day  and  just  learn, 
for  its  own  sake.  We  need  to  blend  the  best 
of  both  worlds  and  slowly  find  the  mix  and 
the  metronome  that  works  best  for  support¬ 
ing  our  businesses  and  ourselves. 

So  what  are  your  suggestions  for  get¬ 
ting  started? 

The  good  news  is  that  starting  is  nowhere 
as  difficult  as  it  sounds.  One  of  the  easiest 


darwinmag.com  Check  out  more  on 

CORPORATE  LEARNING  at  www.darwinmag.com/ 
learn/knowledge. 

ways  to  start  is  by  deploying  a  portal 
learning  environment  that  allows  for 
individual  and  workgroup  customization. 
That  technology  is  here  today.  And  with 
nearly  40  e-learning  vendors  out  there, 
you  can  realize  substantial  near-term  ben¬ 
efits  right  away. 

Would  you  say  that  culture  and  condi¬ 
tioning  pose  the  greatest  challenges  for 
e-learning  initiatives? 

Yes.  But  I’d  prefer  we  did  not  hide  behind  that 
excuse,  which  applies  to  every  new  technol¬ 
ogy,  method  of  work  or  institutional  change. 
Clearly  we  are  not  going  to  flip  a  giant  gestalt 
switch  on  this  issue.  The  key  is  to  acknowl¬ 
edge  that  academic  learning  is  not  the  role 
model  for  all  learning.  We  can  keep  the  west- 
end  elementary  school,  Harvard  and  Yale 
intact  while  radically  changing  the  methods 
we  use  to  continue  the  learning  experience 
outside  of  those  hallowed  halls.  PI 


Managing  Editor  Elaine  M.  Cummings  is  eager  to  hear  about 
your  failures  and  successes  at  e-learning.  You  can  reach  her 
at  cummings@darwinmag.com. 


Interview:  Thomas  Koulopoulos 


74  September  2001 


WWW.DARWINMAG.COM 


All  around  the  world,  the  Cisco  Networking  Academy  Program  is  turning  out  the  skilled  IT  professionals  that  your  business  urgently  needs. 


Your  organization  can  support  one  of  the  5,500  schools  and  colleges  by  offering  internships  or  by  making  a  tax-deductible  equipment  or 


cash  donation.*  Help  provide  valuable  learning  for  life  in  the  Internet  economy.  Visit  cisco.com/edu/acadsponsor  or  call  (888)  327-1116. 


Cisco  Systems 


Empowering  the 
Internet  Generation 


©2000  Cisco  Systems,  Inc.  All  rights  reserved.  Cisco  Systems,  Bridge  logo  and  Empowering  the  Internet  Generation  are  registered  trademarks  or  trademarks  of  Cisco  Systems, 
Inc.  ‘Interested  businesses  should  contact  a  tax  advisor  about  allowable  deductions  and  other  tax  consequences. 


ILLUSTRATIONS  BY  PIERRE-YVES  GOAVEC 


Buying  environmentally  friendly  technology 
may  sound  like  a  tree-hugging  frill,  but  smart  executives 

know  it's  a  profit  maker 


The  fact  that  technology  and  the  environment  exist  at  odds  is  an  uncom¬ 
fortable  one  to  face— so  most  businesses  don't.  After  all,  the  main  point 
of  running  a  business  is  to  make  money,  and  what  does  being  green  about  tech¬ 
nology  add  to  the  bottom  line?  With  its  faint  whiff  of  Calvinism,  corporate  envi¬ 
ronmentalism  comes  across  to  most  as  expendable  corporate  civic-mindedness. 

"Many  companies  view  environmentalism  as  a  luxury  rather  than  a  necessity," 
says  Christopher  Juniper,  a  senior  associate  at  the  Rocky  Mountain  Institute. 

Especially  where  technology  is  concerned.  Does  it  really  matter  that  the 
United  States  uses  1  million  barrels  of  crude  oil  and  7.5  billion  cubic  feet  of  nat¬ 
ural  gas  to  build  new  computers  each  year?  Or  that  computer  components  con¬ 
tain  lead,  cadmium,  mercury  and  silver,  all  of  which  the  EPA  deems  hazardous 
materials?  Or  that  discarded  copiers,  faxes,  cell  phones  and  PCs  are  choking 
landfills?  Corporate  America  needs  technology  to  survive,  and  any  unfortunate 
environmental  fallout  is  just  a  cost  of  doing  business,  right? 

Wrong.  More  and  more,  experts  say,  companies  that  dismiss  the  notion  of  environ¬ 
mental  stewardship  of  technology  are  tossing  a  profit  opportunity  in  the  landfill. 
"There's  evidence  that  companies  that  are  looking  at  [the  environment]  are  doing 
better,"  says  Dan  Bakal,  director  of  outreach  for  the  Coalition  for  Environmentally 
Responsible  Economies  (CERES),  a  Boston-based  coalition  for  environmental 
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Technology  and  the  Environment 


responsibility.  A  study  published  in  the  jour- 
nal  Management  Science  in  August  2000 
found  a  relationship  between  market  value 
and  environmental  responsibility  in  multina¬ 
tional  companies.  Companies  on  the  Dow 
Jones  Sustainability  Group  Index  (DJSGI),  a 
set  of  indexes  that  ranks  companies  on  their 
sustainability  practices,  regularly  outperform 
their  conventional  counterparts. 

Business  leaders  are  taking  note.  In  a 
speech  to  CERES  in  April  2000,  Bill  Ford, 
great-grandson  of  Henry  Ford  and  now 
chairman  of  the  board,  said  that  Ford’s  par¬ 
ticipation  in  environmental  programs  has 
“confirmed  my  strong  belief  that— in  addition 
to  being  the  right  thing  to  do— preserving  the 
environment  is  a  competitive  advantage  and 
a  major  business  opportunity.”  His  company 
has,  among  other  things,  saved  half  a  million 
dollars  in  the  last  year  just  by  recycling 
printer  toner  cartridges. 

Opportunities  for  creating  environmen¬ 
tal  programs  for  technology  exist  in  all 
kinds  of  places,  from  purchasing  to  recy¬ 
cling,  and  Darwin  has  set  out  to  help  you 
find  them.  Take  a  closer  look  at  what  corpo¬ 
rate  environmentalism  means:  Going  green 
could  help  put  you  in  the  black. 

be  a  smarter 

Smart  companies  link  the  environmental 
effects  of  technology  with  the  bottom  line 
before  they  buy  as  much  as  a  printer  car¬ 
tridge.  When  Salomon  Smith  Barney  (SSB) 
prepared  to  furnish  new  offices  in  Londons 
Canary  Wharf,  for  example,  the  IT  depart¬ 
ment  wanted  to  give  its  traders  sleek,  flat- 
front  LCD  monitors,  which  take  up  far  less 
space  than  ordinary  CRT  monitors.  But  the 
cost  was  difficult  to  justify— LCDs  cost  about 
$3,000,  while  CRTs  run  only  about  $500, 
according  to  Graham  Hill,  first  vice  president 
of  Wintel  Systems  Development  for  Salomon 
Smith  Barney.  By  digging  a  little  deeper,  how¬ 


ever,  the  folks  at  SSB  discovered  that  LCDs 
use  one-third  the  energy  of  CRTs.  The  fancy 
monitors  also  emit  much  less  heat  than  CRTs, 
which  means  that  SSB  didn’t  have  to  pay  as 
much  to  cool  the  new  building.  That  cost 
savings  was  enough  to  justify  the  purchase  to 
the  those  who  write  the  checks,  says  Hill. 

Kinko’s  takes  its  product  evaluation  even 
further.  Environmental  Manager  Larry  Rogero 
uses  what  he  calls  an  environmental  quotient 


(EQJ  to  assess  new  equipment.  From  print¬ 
ers  and  copiers  to  PCs,  prospective  purchases 
are  valued  based  on  the  use  of  recycled  mate¬ 
rial  in  the  original  equipment,  the  suppliers’ 
product  take-back  and  recycling  programs, 
energy  efficiency  and  generation  of  hazardous 
materials.  (Kinko’s  also  audits  its  paper  sup¬ 
pliers  on  their  environmental  practices.)  For 
example,  if  Rogero  purchases  a  copier  from  a 
supplier  that  takes  back  old  machines,  he 
won’t  eventually  have  to  pay  for  storing  or 
disposing  of  that  machine  once  it  hits  its 
dotage.  “The  supplies  coming  into  our 
branches  have  hidden  costs,  including  short¬ 
term  expenses,  such  as  increased  waste  man¬ 
agement,  occupancy  of  inventory  space,  and 
logistical  and  labor  handling  costs,”  he  says, 
and  the  EQprogram  helps  cut  those  costs. 

Although  he  won’t  give  specific  num¬ 
bers,  Rogeros  says  that  using  EQ_has  had  a 
“very  positive  impact,  both  on  the  environ¬ 
ment  and  on  our  bottom  line”  for  the  Ven¬ 
tura,  Calif. -based  company. 

Cutting  costs  on  inventory  and  labor  pro¬ 
vides  tangible  payback,  but  there’s  more. 
Rogero  points  out  that  by  reducing  its  use  of 
hazardous  materials,  Kinko’s  also  decreases 
the  likelihood  of  any  possible  long-term 
legal  liabilities,  a  less  obvious  but  potentially 
huge  savings. 


1  -  -A'Afi 

the  hidden  costs  of  storing  technology 

HOW  MUCH  DOES  IT  REALLY  COST  TO  KEEP  OLD  COMPUTERS  AROUND? 

MORE  THAN  YOU  MIGHT  THINK.  CONSIDER  THE  FOLLOWING. 

►  How  many  unused  PCs,  laptops,  printers  and  so  forth  does  your  company  own? 

►  You  probably  pay  monthly  fees  on  storage  facilities  for  your  old  computers. 

How  much  does  that  cost  each  year? 

1 

►  What's  the  annual  cost  of  insurance  for  equipment  still  listed  in  inventory? 

►  How  much  business  property  tax  do  you  pay  on  your  obsolete  equipment? 

►  What's  your  cost  to  move  old  computers  into  storage? 

►  What  are  the  administrative  and  accounting  costs  for  tracking  this  old  equipment? 

SOURCE:  TECHNOLOGY  RECYCLING 
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When  your  business  is  online,  unseen  threats  can  be  devastating.  Not  only  do  you  need  the  right  solutions  to  put  out  the  fires,  you  need  the  right 
e-security  to  prevent  them  in  the  first  place.  Our  RSA  Web  Security  Portfolio  offers  an  unmatched  breadth  of  powerful  security  solutions.  Options  that  include 
authentication,  encryption  and  PKI  can  be  combined  and  customized  to  fit  your  specific  security  needs.  To  learn  more  about  our  Web  Security  Solutions,  and 
receive  your  free  copy  of  A  Guide  to  Determining  Return  on  Investment  for  e-Security,  call  1  -800-495-1 095  or  visit  www.rsasecurity.com/go/fire. 


SECURITY'”  The  Most  Trusted  Name  in  e-Security. 

RSA  Security,  "The  Most  Trusted  Name  in  e-Security”  and  the  RSA  Secured  logo  are  trademarks  of  RSA  Security  Inc,  ©2001  RSA  Security  Ihc:  All  reserve^. 
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Rogero  encourages  businesses  to  work 
with  suppliers  during  the  early  stages  of 
product  development.  “This  approach  will 
not  only  allow  for  environmental  improve' 
ments  but  also  substantially  shorten  the  dis¬ 
tance  between  the  consumer  and  the 
engineer  designing  the  product,”  he  says. 

As  it  turns  out,  many  technology  compa¬ 
nies  are  eager  to  hear  from  customers  like 
Kinko’s  and  build  programs  to  help  their 
customers  go  green. 

Companies  can  also  learn  to  take  long-term 
responsibility  for  what  they  make.  A  concept 
called  extended  producer  responsibility 
(EPR),  which  is  legally  mandated  in  some 
European  countries  but  is  optional  in  the 
United  States,  teaches  corporations  to  increase 
product  sustainability.  “The  idea  is  to  en¬ 
hance  the  probability  that  something  useful 
and  productive  will  occur  [with  the  materi¬ 


als],”  says  Jack  Azar,  Xerox’s  vice  president  of 
environment,  health  and  safety.  For  a  com¬ 
pany  such  as  Xerox,  EPR  entails  building 
reusable  materials  into  the  beginning  of  the 
production  process  and  creating  products 
from  recycled  material  that  are  indistinguish¬ 
able  in  quality  from  products  built  from  vir¬ 
gin  materials. 

It’s  a  painstaking  and  complex  process,  but 
today  90  percent  of  Xerox-designed  equip¬ 
ment  is  remanufacturable.  For  example,  the 
company  estimates  that  it  will  keep  6  million 
of  its  printer  toner  cartridges  out  of  landfills 
with  its  recycling  programs,  which  provide 
customers  with  packaging  and  mailing  labels 
for  returning  used  cartridges  to  Xerox.  Azar 
says  that  programs  such  as  these— reusing 
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parts  and  pushing  its  suppliers  to  eliminate 
toxic  materials — will  save  Xerox  several  hun¬ 
dred  million  dollars  a  year.  Ultimately,  that 
means  customers  pay  less. 

Sony  has  other  reasons  for  thinking  green. 
Twenty  percent  of  the  world  currently  uses 
Sony  products.  That’s  a  lot,  but  not  enough 
for  Sony.  In  order  for  the  company  to  increase 
market  share  drastically,  it  must  first  recover 
some  of  the  resources  it  uses,  says  Mark  Small, 
vice  president  of  corporate  environment, 
safety  and  health  for  Sony.  “Everything  that 
leaves  our  factories  eventually  becomes  a 
waste  product,”  he  laments.  To  that  end,  Sony 
has  begun  operating  refurbishing  centers, 
eliminating  hazardous  materials  from  its 
products  to  make  them  easier  to  recycle  and 
subsidizing  recycling  of  its  products  in  states 
such  as  Connecticut  and  Minnesota. 


be  a  smarter 

There  are  ways  to  improve  purchasing 
decisions,  so  what  about  the  technology  you 
already  own?  As  prices  plummet  and  pro¬ 
duction  skyrockets,  companies  become 
loaded  with  outdated  technology,  and  no¬ 
body  likes  to  talk  about  what  happens  to  it. 

Except  Bob  Knowles.  The  president  of 
Denver-based  Technology  Recycling  wants 
to  talk  about  it — a  lot.  Knowles  spent  30  years 
selling  technology  to  some  of  the  biggest 
companies  around,  such  as  Raytheon  and 
Lockheed  Martin.  Frequently,  he  fielded 
questions  about  what  businesses  could  do 
with  their  old  technology  equipment.  “I’ll 
get  back  to  you  on  that,”  he  found  himself 
saying  again  and  again.  But  he  discovered 
that  there  was  no  real  outlet  for  abandoned 
technology.  According  to  Knowles,  less 
than  7  percent  of  computer  equipment  gets 
recycled,  refurbished  or  resold.  Less  than 
10  percent  gets  tossed.  That  means  compa¬ 
nies  are  storing  the  rest,  eating  up  money  in 
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going  green  in  seven  steps 

WANT  TO  BUILD  A  TECHNOLOGY  PROGRAM  THAT'S  FRIENDLY  TO  THE 
ENVIRONMENT?  TRY  THESE  TIPS. 

RECYCLE  PRINTER  CARTRIDGES.  If  you  recycle  and  buy  from  companies 
that  make  their  products  from  recycled  materials,  then  you  are  closing  the 
loop.  Recycled  cartridges  are  also  cheaper. 

TURN  OFF  THE  LIGHTS.  And  the  computer,  and  the  water  in  the  bathroom 
and  anything  else  you  can  think  of.  Assign  someone  to  monitor  the  program, 
and  offer  incentives  for  the  most  responsible  departments. 

REMEMBER  THE  TREES.  Put  as  much  information  online  as  possible. 
Encourage  each  department  to  print  on  both  sides  of  a  page  and  to  buy 
recycled  paper. 

PUT  SOMEONE  IN  CHARGE.  Appoint  an  environmental  czar.  Don't  have  it  in 
your  budget?  Consider  the  possibility  that  your  company  may  save  that  per¬ 
son's  salary  many  times  over  with  the  right  environmental  efforts. 

CHECK  THE  NUMBERS.  Make  sure  someone  is  calculating  how  much  your 
company's  environmental  efforts  are  saving,  and  distribute  those  numbers  to 
employees  (via  e-mail,  to  save  paper).  It's  easier  for  people  to  do  the  right 
thing  when  they  can  see  results. 

ASK  QUESTIONS.  Ask  the  people  who  purchase  technology  how  much,  if  at 
all,  they're  taking  materials  and  energy  into  account  when  they  upgrade.  Find 
out  where  the  obsolete  equipment  is  going. 

SET  AN  EXAMPLE.  Show  your  company  that  environmental  responsibility 
doesn't  have  to  mean  hugging  trees  and  wearing  sandals.  It  can  come  from 


someone  in  a  suit. 
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storage  costs  and  paying  taxes  on  the  equip¬ 
ment,  which  counts  as  a  business  property. 

With  those  numbers  in  mind,  Knowles 
started  a  company  to  fill  that  gap.  Technology 
Recycling  (www.techrecyclc.com)  now  serves 
200  cities  in  48  states.  It  picks  up  and  dis¬ 
mantles  technology  such  as  computers, 
printers,  copy  machines,  even  mainframes. 
The  company  then  sorts  and  recycles  all 
materials— such  as  plastic,  glass  and  metal— 
which  help  make  new  technology.  “It’s  a 
closed  loop.  Nothing  ends  up  in  a  landfill,” 
says  Knowles.  Tech  Recycle  charges  $35  per 
computer  component.  But  a  little  bit  of  math 
may  reveal  some  surprises  to  senior  man¬ 
agement:  Recycling  can  be  cheaper  than  stor¬ 
ing.  One  of  Knowles’s  customers  estimates 
that  it  has  saved  about  $100  per  recycled  unit. 
(See  “The  Hidden  Costs  of  Storing  Technol¬ 
ogy,”  Page  78,  for  some  clues  about  how 
much  it  costs  to  store  old  technology.) 

Computer  disposal  aside,  there  are  many 
other  ways  to  bring  greener  practices  into  the 
workplace.  Consider  Ford.  It  may  seem 
ironic  that  the  company  responsible  for  pop¬ 
ularizing  the  SUV  is  thinking  hard  about  the 
environment.  But  Henry  Ford,  the  com¬ 
pany’s  founder,  was  by  many  accounts  an 
environmentalist.  He  recycled  wooden  crates 
to  use  as  running  boards.  He  watched  birds. 
He  favored  using  electricity  from  dams.  “We 
kind  of  lost  that  in  the  fifties  and  sixties.  We 
became  a  throwaway  generation,”  says  Andy 
Acho,  Ford’s  director  of  environmental 
outreach.  Under  the  eye  of  Henry’s  great- 
grandson  Bill,  the  company  is  returning 
to  its  environmental  roots. 

To  that  end,  Ford  has  created  a  Recycling 
Action  Team,  nicknamed  the  RAT  Patrol. 
Founded  with  the  goal  of  using  recycled 
materials  and  finding  suppliers  to  provide 

darwinmag.com  Read  more  on  green 

technology  at  www.darwinmag.com/printHnks. 


them,  the  patrol  operates  under  twin  princi¬ 
ples,  according  to  Acho.  “The  product  must 
be  as  good  as  what  we  replace.  And  it  must 
make  economic  sense.”  The  team  has  already 
made  significant  strides,  Acho  says.  For 
example,  Ford  encourages  suppliers  to  ship 
parts  in  returnable  containers,  saving  one 
plant  S4  per  engine.  For  a  plant  that  makes 
750,000  engines  a  year,  that’s  a  savings  of 
$3  million  annually.  And  by  putting  benefit 
enrollment  materials  online  in  its  North 
American  operations,  Ford  has  saved  a  ton  of 
paper — nearly  $2  million  worth — during  the 
last  year.  In  addition,  Acho  has  a  whole  list  of 
environmental  leadership  actions,  from  the 
plant  in  Michigan  that  is  powered  with 
methane  gas  from  a  nearby  landfill,  to  the 
“Green  Berets,”  a  coterie  of  environmentally 
conscious  employees  in  the  Powertrain 
Operations  Engine  Engineering  building  in 
Dearborn,  Mich.,  that  leave  notes  after  hours 
for  people  who  have  left  their  computers  on. 

Even  for  companies  that  aren’t  breaking 


new  ground,  going  green  doesn’t  happen 
overnight.  It’s  a  long-term  process  that  can 
require  initial  up-front  investments.  For 
example,  all  of  Ford’s  plants  comply  with 
ISO  14001  standards,  which  is  a  voluntary 
environmental  management  system  standard 
that  the  International  Organization  for  Stan¬ 
dardization  set  up.  “That  didn’t  cost  us  less,” 
Acho  says.  “But  ultimately,  not  only  will  it  be 
good  for  the  environment  but  for  the  bottom 
line.”  (For  one  thing,  adhering  to  the  stan¬ 
dards  will  allow  the  plants  to  recycle  water.) 

Each  company  must  choose  its  environ¬ 
mental  efforts  based  on  the  peculiarities  of  its 
industry  and  figure  out  what  makes  the  most 
business  sense.  Are  you  ready  to  take  on  the 
challenge?  Good.  Because  you  might  learn 
that  even  if  it’s  not  easy  being  green,  you  can 
save  a  lot  of  green  while  you’re  doing  it.  PI 

Tell  us  your  environmental  preferences  to  letters@darwin 
mag.com.  Freelance  writer  Meg  Mitchell  Moore  once 
sculpted  a  topiary  mainframe  out  of  five  boxwoods  and  a  yew. 
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Big  Ads  Get  Good  Looks 


HARDER  TO  IGNORE  They're  big,  they're  ugly,  and  they  may  save  free  Web 
content  as  we  know  it.  Earlier  this  year,  the  Internet  Advertising  Bureau  (IAB),  a 
New  York  City-based  trade  association,  concocted  seven  bigger  online  ad  sizes 
that  it  hopes  will  grab  more  users'  attention. 

In  the  beginning,  online  publishers  told  advertisers  that  they  could  prove  the 
effectiveness  of  their  ads  by  showing  the  advertisers  how  many  users  clicked  on 
them;  as  click-through  rates  increased,  advertisers  paid  more.  This  model  worked 
well  in  1994,  when  40  percent  of  users  clicked  on  ads.  But  last  year,  only  0.05 
percent  did,  and  advertisers  began  to  tighten  their  purse  strings. 

Advertisers  are  loosening  them  again  for  the  bigger  ads,  because  middlemen 
such  as  the  IAB  have  convinced  them  to  disregard  the  click-through  rates. 

The  [online  advertising]  industry  is  now  saying  online  advertising  is  not  a  direct 
response  medium  but  a  branding  medium,"  says  Jonathan  Jackson,  a  senior 
analyst  at  New  York  City-based  eMarketer. 

Embattled,  ad-dependent  Internet  publishers  are  welcoming  the  new  sizes, 
happy  to  stave  off  the  loss  of  advertising  dollars  at  the  expense  of  users,  who  have 
to  put  up  with  bigger,  more  annoying  ads.  As  IAB  Vice  Chairman  Richy  Glasberg 
puts  its,  such  pervasive  advertising  is  "the  price  we  pay  for  free  media." 

-Emelie  Rutherford 
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Privacy 


Amazon.com,  Doubleclick  and 
ToySmart.com  have  done  a  lot  for  the 
online  privacy  movement.  Last  year 
they  sparked  widespread  outrage 
and  fear  when  word  got  out  that  they 
planned  to  sell  profiles  of  their 
customers.  Consumers  learned  how 
easily  their  personal  data  could  be  dis¬ 
tributed  and  misused  on  the  Internet, 

Forty  percent  of  3,000  consumers 
surveyed  by  Harris  Interactive  in 
March  said  that  they  have  never 
bought  anything  online,  and  that  fear 
of  having  their  privacy  infringed  on 
was  one  of  the  main  reasons.  Almost 
two-thirds  of  Internet  users  surveyed 
by  the  UCLA  Center  for  Communica¬ 
tion  Policy  last  November  said  they 
feel  they  put  their  privacy  at  risk 
every  time  they  go  online. 

The  following  websites  will  help 
you,  as  a  consumer,  better  protect 
your  privacy  and  help  your  company 
create  privacy  policies  and  practices 
that  appease  your  website's  appre¬ 
hensive  users. 

www.epic.org 

This  site,  from  the  Electronic  Privacy 
Information  Center  (EPIC),  a  public 
interest  research  center,  covers  the 
gamut  of  online  privacy  issues.  Arti¬ 
cle  topics  include  opt-out  notices 
(that  let  consumers  decline  the  deliv¬ 
ery  of  unwanted  information),  the 
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SET  YOUR  COMPANY 


AND  YOUR  CAREER 


ON  FUTURE  FORWARD 


Join  New  England’s  technology  innovators  at 
Future  Forward  2001.  You’ll  establish  partnerships, 
preview  hot  technologies,  and  debate  the  trends 
most  likely  to  shake  up  the  industry  next  year 
...and  beyond.  Future  Forward  offers  an  exclusive 
opportunity  to  network  and  do  business  with 
New  England’s  most  forward-looking  executives, 
entrepreneurs,  and  investors — and  enjoy  the  beauty 
of  Vermont  in  late  fall.  You  won’t  want  to  miss  it. 


SPEAKERS  INCLUDE 


Craig  Benson 

Todd  Dagres 

Dean  Kamen 

Elisabeth  Robert 

Co-founder,  Cabletron  Systems 

General  Partner, 

President,  DEKA  Research  & 

CEO,  The  Vermont 

Bob  Crowley 

President/CEO,  Bowstreet 

Battery  Ventures 

Development  Corp. 

Teddy  Bear  Company 

Bob  Davis 

Founder,  FIRST 

Governor  Jeanne  Shaheen 

John  Cullinane 

Founding  CEO,  Lycos 

Bo  Peabody 

(NH) 

General  Partner,  Highland 

Co-founder  and  chairman, 

President,  The  Cullinet  Group 

Capital  Partners 

Village  Ventures 

Diana  Walczak 

Founder,  Cullinet  Software 

Helen  Greiner 

Steve  Randich 

Director  and  Co-founder, 
Kleiser-Walczak 

Tutu 

President,  iRobot 

re  -Tor 

Chief  Technology  Officer, 
Nasdaq  Stock  Market 

ward 

2001 

THE  NEW 

ENGLAND 

TECHNOLOGY  SUMMIT 

To  request  an  invitation  to  Future  Forward  2001,  please  use  the  invitation 
code  DMFF0I  when  you  visit  www.futureforward.com. 


Future  Forward  2001:  The  New  England  Technology  Summit 
The  Woodstock  Inn  &  Resort  •  Woodstock,  Vermont 
October  25  -  27,  2001 
www.futureforward.com 
617.423.0770  •  info@futureforward.com 
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Dotcom  Do-Gooder 

WIRED  CHARITY  Volunteering  is 
one  of  those  activities,  like  eating  veg¬ 
etables  or  sending  thank-you  notes, 
whose  worth  is  hard  to  argue.  Yet  the 
difficulty  of  finding  the  right  volunteer 
opportunities  can  put  people  off  the 
idea  altogether. 

That's  what  Ami  Dar  is  trying  to 
change.  He's  the  founder  of  ldealist.org, 
a  website  that  matches  nonprofit  orga¬ 
nizations  with  volunteers  and  workers. 
Dar  is  an  unassuming  man  whose  voice 
is  a  lyrical  mix  — what  he  calls  Latino- 


Israeli  (he  grew  up  in  Israel  and  South 
America  before  moving  to  the  United 
States  in  1992).  Today  he  wears  two 
hats:  president  of  Israel-based  Aladdin 
Software  and  founder  of  ldealist.org. 

Dar  started  working  on  his  idea  in 
1995,  when  he  realized  that  there  was 
no  one  place  to  find  information  on 
nonprofits  around  the  world.  His  inter¬ 
est  in  volunteerism,  however,  had 
begun  long  before  that.  "Ever  since  I 
was  a  kid,  I  haven't  understood  why 
certain  things  are  the  way  they  are, 
and  I  felt  that  they  could  or  should  be 
changed,"  he  says.  With  all  the 
resources  available  in  a  wired  world, 

Dar  figured  it  was  time  to  hook  up  the 
people  who  need  help  with  those 
who  can  give  it. 

Idealist.org  got  going  in  fits  and 
starts  — in  the  early  days,  funding  was 
difficult  to  secure  and  Dar  could  afford 
to  pay  only  two  full-time  employees. 
Now  with  a  spectacular  view  of  Manhat¬ 
tan  from  Aladdin's  cramped  offices  on 
the  66th  floor  of  the  Empire  State  Build¬ 
ing,  Aladdin  donates  space,  computers 
and  tech  support  to  ldealist.org,  allow¬ 
ing  Dar  to  toggle  between  his  duties. 

The  site,  which  gets  10,000  hits  a 
day,  lets  nonprofits  list  volunteer  oppor¬ 
tunities  and  job  openings.  It  also  works 
in  reverse;  potential  volunteers  can  fill 
out  a  profile  to  offer  their  services.  Thus 
it  does  away  with  the  classic  excuse: 

"Of  course  I'd  like  to  volunteer,  but  I 
don't  know  how,  where,  when."  Last 
year  the  Stern  Family  Fund,  a  private 
foundation,  gave  ldealist.org  a  renew¬ 
able  grant  of  $100,000,  allowing  it  to 
double  its  two-person,  full-time  staff. 

"Volunteering  is  a  classic  procrastina¬ 
tion  thing,"  Dar  says.  "People  wouldn't 
mind  if  it  were  easy,  but  the  process  of 
finding  the  right  opportunity  is  diffi¬ 
cult."  He  hopes  ldealist.org  can  change 
that.  And  the  economy  might  help  too. 
After  all,  a  lot  of  people  have  more  time 
on  their  hands  than  they  did  at  this  time 
last  year.  -Meg  Mitchell  Moore 
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proposed  Council  of  Europe  Conven¬ 
tion  on  Cyber-Crime  and  the  aforemen¬ 
tioned  gaffes  by  sites  like  Doubleclick. 
Coverage  consists  of  summaries  of 
issues  along  with  links  to  related 
Supreme  Court  decisions,  other  pri¬ 
vacy  organizations'  analyses  and 
suggestions,  government  reports  and 
newspaper  articles. 

Archived  coverage  is  divided  into 
six  hefty  topical  directories:  EPIC 
Publications,  Computer  Security, 
Cryptography  Policy,  Free  Speech, 

Open  Government  and  Privacy. 
Scattered  throughout  these  main 
directories  you'll  also  find  extensive 
subdirectories  on  topics  such  as 
Censorware,  software  that  restricts 
access  to  inappropriate  material  (in 
the  Free  Speech  directory),  and 
Carnivore,  the  FBI's  Internet  monitor¬ 
ing  system  (in  the  Privacy  directory). 

www.privacyalliance.org 
The  Online  Privacy  Alliance  comprises 
companies  that  want  to  foster  privacy¬ 
conscious  activities.  Most  of  the 
homepage  is  devoted  to  links  to  arti¬ 
cles  from  magazines  and  newspapers 
about  how  businesses  are  grappling 
with  privacy  rules. 

The  Resources  section  contains 
guidelines  for  self-regulation  and  writ¬ 
ing  privacy  policies,  as  well  as  informa¬ 
tion  on  privacy  enforcement  programs. 

Other  tactical  content  includes  tips 
on  how  companies  can  assure 
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The  business  landscape  can  be  treacherous.  Are  you  getting  the  right  advice  to 
anticipate  future  trends  and  develop  your  strategy?  You  will  with  IDC,  a  market 
intelligence  partner  that's  on  the  inside  track.  We  take  research  to  the  next  level, 
providing  unbiased  analysis,  accurate  predictions  and  results-oriented  direction.  We 
also  offer  unsurpassed  global  reach  and  presence.  Count  on  us  to  give  you  the 
direction  you  need.  You  could  go  places  others  may  not  have  considered. 


Analyze  the  Future 


For  more  information  on  IDC,  visit  us  at  WWW.IDC.COM/EXTREME  or  call  508. 87?. 8200 


Ooh  Lah  Lah  Online 

ENHANCING  A  WEBSITE  When  Gary  Landry  joined  Fredericks.com  as 
president  and  CEO  in  January  2000,  the  website  for  lingerie  retailer  Frederick's 
of  Hollywood  was  skimpier  than  a  spangle  mesh  thong.  With  a  single  server 
and  clunky  navigation,  performance  during  peak  times  left  a  lot  to  be  desired. 
"It  would  take  shoppers  several  clicks  just  to  see  products  they  were  looking 
for  and  put  them  in  the  shopping  cart,"  he  recalls. 

Once  on  board,  Landry  wasted  little  time  in  revamping  the  site.  His  man¬ 
date:  Increase  sales  and  run  a  profitable  Web  division.  Landry's  first  task  was 
devising  an  action  plan.  He  concluded  that  the  best  approach  for  increasing 
sales  and  streamlining  the  customer  experience  was  to  make  Fredericks.com 
look  and  operate  like  other  successful  sites,  such  as  Lands'  End's.  "When  it 
comes  to  navigation  and  completing  transactions,  you  don't  want  to  be 


Fredericks.com  unveiled  an 

enhanced  site  that  makes  finding 
the  perfect  G-string  or  teddy  a 

relative  breeze. 


unique,"  he  explains.  The  lone  server  was  abandoned  in  favor  of  a  seven 
server  farm  to  better  handle  peak  traffic.  The  thumbnail  pictures  used  for  navi¬ 
gation  were  scrapped  in  favor  of  pull-down  menus  organized  around  product 
categories  such  as  bras,  panties  and  lingerie.  Shoppers  now  can  locate  the 
product  they  want  in  just  one  or  two  clicks. 

Landry  singled  out  merchandise  as  a  way  to  differentiate  the  site.  Product 
offerings  were  beefed  up.  And  because  the  lingerie  business  is  very  visual, 
Landry  says,  the  site  began  to  display  thumbnail  photos  of 
each  item  in  the  shopping  cart  during  checkout. 

Eight  months  after  Landry's  arrival, 

Fredericks.com  unveiled  an  enhanced  site  that 
makes  finding  the  perfect  G-string  or  teddy  a  rel¬ 
ative  breeze.  Customers  apparently  appreciate 
the  newly  revamped  site.  Sales  during  the  peak 
Christmas  season  in  2000  increased  150  percent 
compared  with  1999. 

Since  the  initial  relaunch,  Fredericks.com  has 
continued  to  add  features.  Now,  shoppers  can 
order  flowers,  send  personalized  e-cards  and  make 
wish  lists  of  items  they  want.  And  because  a 
higher  percentage  of  males  shop  online  compared 
with  other  channels  (40  percent  versus  20  percent  in 
stores  and  30  percent  through  the  catalog),  the  site 
makes  it  easier  for  customers,  particularly  men,  to  choose  the  right  size. 

With  the  2001  holiday  season  arriving  soon,  Fredericks.com  will  continue 
to  add  site  improvements  in  support  of  the  ultimate  goal:  making  the  online 
shopping  experience  as  smooth  as  the  Captivator  Backless  Bodybriefer. 

-Megan  Santosus 
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consumers  that  their  data  is  safe  and 
how  to  deal  with  the  sticky  issue  of 
collecting  data  on  children. 

www.understandingprivacy 

.org 

Much  of  the  content  on  this  site  is 
divided  between  tools  for  consumers 
and  advice  for  businesses.  It  is 
sponsored  by  the  Privacy  Leadership 
Initiative,  a  group  of  CEOs  in  favor  of 
privacy  protections. 

The  Consumer  Toolbox  section  con¬ 
tains  tips  for  protecting  adults'  and 
children's  privacy,  links  to  organiza¬ 
tions  that  can  help  consumers  safe¬ 
guard  their  privacy  and  information  on 
Web-based  privacy  protection  tools. 

The  Privacy  Manager's  Resource  Cen¬ 
ter  contains  a  lengthy  manual  on  pri¬ 
vacy  management  and  step-by-step 
instructions  for  evaluating  your  web¬ 
site  and  creating  an  appropriate 
privacy  policy. 

Other  highlights  include  the  Privacy 
Library,  which  contains  a  repository  of 
links  to  privacy-related  research  reports 
and  white  papers,  and  a  glossary. 

-Emelie  Rutherford 
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GETTING  ALIGNMENT  RIGHT 

TIMES  OF  ECONOMIC  UNCERTAINTY  are  also  times  of  great 


opportunity.  They  force  us  to  rethink  our  strategies  and  visions,  to  re¬ 
examine  how  we  deploy  our  resources,  and  to  jettison  marginal  areas  of 
the  business  and  focus  on  those  contributing  most  to  the  bottom  line.  It's 
often  during  this  rethinking  process  that  we  hit  upon  new  ways  of  work¬ 
ing  together  that  in  turn  create  imaginative,  breakthrough  models. 

DIFFERENT  VOICES/SHARED  VISIONS:  GETTING  ALIGNMENT 
RIGHT,  October  14  -  16,  2001  at  The  Westin  Mission  Hills  Resort  in 
Rancho  Mirage,  CA,  lets  senior  technology  and  business  executives 
strengthen  the  bonds  between  them  and  share  new  approaches.  Our  pre¬ 
senters  are  drawn  from  the  ranks  of  senior  executives  who  are  finding  new 
ways  of  energizing  and  mobilizing  IT  and  business  units.  They  are  forming 
shared  visions  that  create  new  value,  a  higher  ROI,  and  more  strategic 
deployment  of  technology. 

This  October  also  marks  a  special  milestone:  our  25th  CIO  Perspectives® 
conference.  Do  plan  to  join  us,  and  add  your  voice  to  the  vision. 


For  more  information,  call  800-355-0246,  or  visit 
our  Web  site  at  www.cio.com/conferences. 


October  14  -  16,  2001 


The  Westin  Mission  Hills  Resort 
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GETTING  ALIGNMENT  RIGHT 


CIOs  and  CXOs: 

Get  off-campus  and  spend 
some  quality  time,  engage 
in  serious  discussions 
and  take  advantage  of 
networking  and  other 
bonding  activities.  Call  us  at 
800  366-0246;  or  visit  us  at 
www.  cio.  com/conferences. 


THE  INTERNET  and  related  technologies  have  spawned  entirely  new  business 
methods  and  models;  virtually  every  organization  has  new  e-business  units 
headed  by  managers  with  titles  unknown  just  a  few  years  ago.  CEOs,  CFOs  and 
other  CXOs  have  more  to  say  about  the  technology  decision-making  process, 
while  CIOs  are  expected  to  contribute  more  to  the  business  strategy.  The  defi¬ 
nitions  of  customer  and  partner  have  changed  —  and  their  expectations  of  your 
company  have  changed  as  well. 

Today's  economy  is  putting  even  greater  pressures  on  IT  and  business  to  be  in 
closer  alignment.  Companies  are  placing  a  heavier  burden  on  IT  to  help  launch 
initiatives  that  focus  on  the  customer,  take  advantage  of  new  opportunities,  bol¬ 
ster  the  bottom  line,  and  improve  cost  efficiencies  in  existing  operations. 

These  efforts  require  solid  strategies,  clear  prioritization,  the  understanding 
and  buy-in  from  traditional  and  e-business  units,  and  the  right  infrastructure  and 
resources  in  place  to  support  it  all.  Turf  wars  and  finger-pointing  definitely  won't 
cut  it;  success  will  only  come  when  different  voices  embrace  shared  visions. 
Executives  in  both  business  and  IT  camps  need  to  create  an  environment,  and 
fashion  a  partnership  and  process  to  make  this  happen. 

For  our  25th  CIO  Perspectives  conference,  we've  tailored  an  agenda  to  help 
CIOs  and  CXOs  meet  the  new  challenges  and  take  advantage  of  the  new  oppor¬ 
tunities.  Learn  how  to  "get  it  right"  from  the  different  voices  and  experiences  of 
top  business  and  technology  executives,  and  move  on  to  create  your  own  suc¬ 
cess  stories  born  of  your  shared  visions. 

We'll  also  have  the  opportunity  to  strengthen  existing  bonds  and  develop  new 
ones  during  the  Sunday  morning  golf  tournament,  at  informal  breakfast  round¬ 
tables,  lunches,  receptions,  our  Tuesday  night  Harvest  Moon  CIO  dinner,  and  at 
other  hospitality  events. 

Join  us  at  The  Westin  Mission  Hills  Resort,  in  the  heart  of  the  world-renowned 
Palm  Springs  area,  for  a  spectacular  desert  setting  surrounded  by  breathtaking 
mountain  ranges. 


Sharing  their  voices 

and  visions  with  us: 

ANDREA  ANANIA,  senior  vice  president  &  CIO,  Cigna  Corp.,  on  how  you  align  IT  to 
deliver  strategic  applications  rapidly  and  get  the  most  out  of  the  money  being  spent. 

DR.  RICK  BRINKMAN,  psychologist,  holistic  medicine  doctor,  comedian,  and  co¬ 
author  of  Dealing  With  People  You  Can't  Stand  —  How  to  Bring  Out  the  Best  in 
People  at  Their  Worst.  (Serious  stuff,  in  a  funny  package.) 

ROBERT  COHEN,  vice  president  &  CIO,  and  DR.  JAMES  PUSEY,  vice  president  of 
marketing,  AstraZeneca,  on  the  prerequisites,  process  and  benefits  of  co-evolving 
business  and  IT  strategies. 

J.  BRIAN  FERGUSON,  president,  Chemicals  Group,  and  ROGER  K.  MOWEN,  vice 
president,  Global  Customer  Services  Group  &  CIO,  Eastman  Chemical,  on  develop¬ 
ing  relationships  that  enable  the  business  to  grow. 

MARTHA  HELLER,  the  force  behind  www.cio. corn's  Sound  Off,  and  now  director  of  its 
Best  Practice  Exchange.  She  brings  along  a  panel  of  CIOs  willing  to  share  both 
visions  and  nightmares. 

JANEY  PLACE,  executive  vice  president,  E-Commerce  Strategy,  Mellon  Financial 
Corporation,  on  how  you  get  everyone  to  understand,  accept  and  begin  acting 
in  new  roles  when  it  comes  to  e-business. 

RICK  SWANBORG,  president  and  founder  of  ICEX.  In  his  time,  a  manager,  consultant, 
researcher,  and  entrepreneur;  now,  head  of  a  research  and  content  management 
firm  dedicated  to  helping  business  leaders  make  better  decisions  on  leveraging 
information  technology. 

BRUCE  TULGAN,  author  of  Winning  the  Talent  Wars,  on  the  new  attitudes  of  Generations 
X  and  Y  toward  the  traditional  employment  relationship,  and  what  these  very  differ¬ 
ent  voices  can  contribute  to  our  organizations. 

DR.  JAMES  WETHERBE,  our  conference  moderator,  professor  of  IT  at  Texas  Tech 
University,  on  aligning  clicks  with  bricks  strategies. 

Plus  special  addresses  by: 

CLAYTON  CHRISTENSEN,  author  of  The  Innovator's  Dilemma,  and  professor  at 

the  Harvard  Business  School,  on  how  established  companies  can  use  disruptive 
innovations  to  create  new  growth  opportunities. 

DR.  DENNIS  N.  T.  PERKINS,  author  of  Leading  at  the  Edge:  Leadership  Lessons 
from  the  Extraordinary  Saga  of  Shackleton's  Antarctic  Expedition,  sharing  what 
voices  from  the  past  can  teach  us  about  a  group  that  remained  cohesive, 
congenial,  and  mercifully  alive  despite  seemingly  insurmountable  obstacles. 
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HOTEL  ACCOMMODATIONS 

We  urge  you  to  make  your  reservations  early  by  calling  the  hotel  between 
8am  -  5pm  PST  at  760  328-5955  and  identifying  yourself  as  part  of  the  CIO 
conference  to  receive  the  conference  rate.  CIO  will  make  hotel  reserva¬ 
tions  for  government/military  participants  only.  Be  sure  to  guarantee 
your  room  with  a  credit  card,  as  all  unreserved  or  unguaranteed  rooms  will 
be  released  on  Sept.  21,  2001.  Hotel  reservations,  cancellations  and 
charges  are  your  responsibility.  If  a  CIO  conference  Enrollment  Form  is  not 
received  within  48  hours  of  making  your  hotel  reservation,  your  room  will 
be  released  from  the  CIO  room  block. 

ENROLLMENT  FEES 

All  enrollment  fees  must  be  paid  in  advance  of  the  meeting.  Fee 

includes  conference  sessions,  business  briefings,  Corporate  Host  displays, 
conference  materials  and  scheduled  meals,  receptions  and  entertainment. 
Transportation,  hotel  and  recreation  are  your  responsibility.  Please  note 
that  submission  of  this  enrollment  form  to  CIO  obligates  the 
attendee/sender  for  the  enrollment  fee. 

CANCELLATION 

All  cancellations  or  substitutions  must  be  made  in  writing.  You  may 

cancel  your  conference  or  companion  enrollment  up  to  Sept.  14,  2001 
without  penalty.  A  $350  administration  fee  will  be  imposed  for  cancellations 
between  Sept.  15  -  Sept.  28,  2001.  No  refund  or  credit  will  be  given  for 
cancellations  after  September  28,  2001  or  for  no  shows.  You  may  send  a 
substitute  in  your  place.  CIO  reserves  the  right  to  decline  enrollment  to  any 
registrant.  All  cancellations  must  be  received  in  writing. 


If  this  is  your  first  CIO  conference, 
your  business  card  is  required 
to  process  your  registration. 
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CHECK  ALL  THAT  APPLY: 

ENROLLMENT  FEES: 

□  IT  PRACTITIONER/EXECUTIVE  =  $2,680 

This  fee  applies  if  you  are  a  CIO,  IS  executive  or  hold  another 
executive  position  other  than  those  listed  below. 

□  GOVERNMENT/MILITARY  =  $3,000 

This  fee  includes  your  hotel  for  three  nights.  Do  not  make  your  hotel 
reservations,  CIO  will  make  them  for  you. 

Arrival  Date _  Departure  date _ 

□  SALES/MARKETING/CONSULTING  =  $10,000 

This  fee  applies  if  you  hold  a  sales,  marketing,  new  business  develop¬ 
ment  or  consulting  position,  including  executive  management  of  IT 
vendor  and  consulting  companies.  This  fee  is  payable  by  company 
check  only.  CIO  will  make  the  final  determination  of  this  category. 

□  COMPANION  PROGRAM  =  $350 

Companions  must  be  enrolled  in  this  program  to  attend  any 
conference-related  functions  including  all  scheduled  meals, 
receptions,  entertainment,  companion  breakfast,  and  planned 
companion  activities.  Conference  session  attendance  is  not  included. 


PAYMENT 


O  Check  enclosed,  mail  to:  Executive  Programs,  CXO  Media  Inc., 

Box  D3620,  Boston,  MA  02241-3620. 


O  P.O.#  _ 

(A  complete  Purchase  Order  must  be  submitted  within  10  days) 

OAMEX  □  Visa  □  MC  Exp.  _ 

O  Credit  Card  # _ 

Signature _ 

O  I  am  not  staying  at  the  The  Westin  Mission  Hills  Resort. 

Name  of  alternate  hotel  _ 


To  enroll,  CALL  800  366-0246,  visit  our  WEB  SITE  at 
www.cio.com/conferences  or  FAX  us  at  508  879-7720. 
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Michael  D.  Johnson  is  the 

D.  Maynard  Phelps  collegiate 
professor  of  business  adminis¬ 
tration  at  the  University  of 
Michigan  Business  School. 
Johnson  is  also  the  coauthor  of 
Improving  Customer  Satisfaction, 
Loyalty  and  Profit:  An  Integrated 
Measurement  and  Management 
System  (Jossey-Bass,  2000). 


Customer 

Relationship 

Management 


Q«  I'm  joining  a  company  that  has  no  experience 
in  customer  relationship  management  (CRM). 
Where  should  we  start? 

A.  Start  where  CRM  has  its  greatest  opportunity  for 
success  — customer  retention  — and  build  from  there. 

As  part  of  a  broader  customer  focus,  CRM  works  best 
where  there  is  the  most  to  be  gained  from  satisfying 
and  retaining  customers.  I  would  ask  two  basic  ques¬ 
tions.  First,  in  what  part  of  your  business  do  customers 
have  the  most  choices?  That  is,  where  do  you  face  the 
most  competition?  Second,  where  do  you  compete  for 
future  customer  revenues?  If  there  is  a  particular  part 
of  your  business  where  both  the  competition  is  intense 
and  the  future  revenue  streams  significant,  start  there. 
If  satisfying  and  retaining  customers  through  CRM 
doesn't  work  there,  it  may  not  work  anywhere  for  you. 

O.  CRM  has  been  talked  about  for  years,  and 
with  just  a  few  notable  exceptions  it  seems  to  be 
one  of  those  things  that  almost  every  company  has 
attempted  but  hardly  anybody  has  really  succeeded 
at.  What  makes  CRM  so  hard  to  do? 

A.  CRM  is  hard  because  it's  not  about  buying  and 
learning  to  use  software,  it's  about  becoming  a  more 
customer-focused  organization.  Managing  customer 
relationships  is  only  part  of  an  overall  business  system 
that  links  internal  quality  (both  with  respect  to  people 
and  internal  processes)  to  customer  experiences,  satis¬ 
faction,  loyalty,  retention  and  profitability.  This  is  not 
an  easy  undertaking.  It  simply  can't  be  the  "project  of 


the  month."  To  be  customer-oriented,  organizations 
must  excel  at  understanding  their  customers,  dissemi¬ 
nating  this  information,  and  following  through  on  the 
information  to  provide  customers  with  improved  prod¬ 
ucts  and  services.  When  looked  at  in  this  broader 
sense  there  are  many  success  stories,  including  Conti¬ 
nental  Airlines,  Disney,  Fidelity  Investments,  Ikea,  Intuit 
and  Volvo.  In  my  experience,  there  are  two  oft-revisited 
barriers  to  success.  Foremost,  a  customer  orientation 
fails  when  it  doesn't  come  from  the  top.  All  truly 
customer-focused  companies  have  strong  leaders  who 
put  customers  at  the  center  of  their  business  model. 
Second,  failure  results  when  not  all  parts  of  an  organi¬ 
zation  are  on  board.  A  customer  orientation  must  be  a 
shared  vision  or  CRM  systems  break  down. 

Q.  My  CIO  is  starting  to  hear  at  conferences  that 
measuring  straight  return  on  investment  isn't  the 
right  way  to  view  CRM  projects.  Instead,  we  need 
to  view  CRM  with  a  broader  organizational  view.  Is 
there  anything  to  it? 

A.  Yes,  there  is  definitely  something  to  it.  We  can't 
divorce  the  managing  of  customer  relationships  from 
the  building  of  customer  relationships,  and  building 
customer  relationships  requires  strategic  and  organiza¬ 
tional  change.  This  is  why  I  don't  care  for  the  M  in 
CRM.  Emphasis  on  the  M  fails  to  recognize  the  impor¬ 
tance  of  building  customer  relationships,  which  takes 
time.  A  customer's  trust  and  loyalty  is  something  that 
is  earned  rather  than  bought.  PI 


To  submit  a  question  to  our  experts,  visit  Ask  Darwin  at  www.darwinmag 
.com/connect/ask. 
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IDG  is  the  world's  leading  technology  media, 
research  and  event  company.  Founded  in  1964, 

IDG  had  2000  revenues  of  $3.1  billion  and  has 
more  than  12,000  employees  worldwide.  IDG  offers 
the  widest  range  of  media  options,  which  reach 
100  million  technology  buyers  in  85  countries 
representing  95  percent  of  worldwide  IT  spending. 
IDG's  diverse  product  and  services  portfolio  spans 
six  key  areas,  including  print  publishing,  online 
publishing,  events,  market  research,  education  and 
training,  and  global  marketing  services.  More  than 
100  million  people  read  one  or  more  of  IDG’s  300 
magazines  and  newspapers  in  85  countries  each 
month.  IDG's  global  publication  product  lines 
include  CIO,  Computerworld/InfoWorld,  Macworld, 
Network  World,  The  Industry  Standard  and  PC  World 
family  of  publications.  Hungry  Minds  is  a  leading 
global  knowledge  provider  with  a  diverse  portfolio 
of  technology  and  consumer  book  brands, 
computer-based  learning  tools  and  websites.  The 
"...For  Dummies"  series.  Hungry  Minds'  flagship 
brand,  has  over  400  titles  and  more  than  75  million 
books  in  print.  IDG  offers  online  users  the  largest 
network  of  technology-specific  websites  around  the 
world  through  IDG.net  (www.idg.net),  which 
comprises  more  than  300  targeted  websites  in  75 
countries.  International  Data  Corp.  (IDC)  is  the 
world's  leading  provider  of  IT  data,  analysis  and 
consulting,  with  research  centers  in  43  countries 
and  more  than  575  research  analysts  worldwide. 

IDG  World  Expo  is  a  leading  producer  of  more  than 
168  globally  branded  events  in  35  countries, 
including  LinuxWorld,  Macworld  Expo,  ComNet, 

ASP  World  and  ICE  (Internet  Commerce  Expo). 

IDG's  training  subsidiary,  ExecuTrain,  is  the  world's 
largest  performance  improvement  company,  with 
more  than  250  locations  worldwide  and  785  training 
courses.  IDG  Marketing  Services  helps  the 
industry's  leading  IT  companies  build  international 
brand  recognition  by  developing  globally  integrated 
marketing  programs  via  IDG's  print,  online  and 
exposition  products  worldwide.  IDG's  diverse 
portfolio  of  global  partnership  services  includes 
customized  research,  customized  publishing, 
targeted  conferences  and  seminars,  and  direct 
response  tools.  More  information  can  be  found  at 
www.idg.com. 
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curve  TECHNOLOGY  MADE  SIMPLE  By  Meg  Mitchell  Moore 


What  Is  Biometrics? 


IT  MAY  SOUND  FUTURISTIC,  BUT  BIOMETRICS- 

the  use  of  an  automated  system  to  verify  the  identity  of 
someone  by  looking  at  physiological  or  behavioral 
characteristics — is  becoming  very  much  a  part  of  the 
present.  Linking  physical  characteristics  to  identity  is 
nothing  new;  crime  scene  investigators  have  been  dust' 
ing  for  fingerprints  for  more  than  a  century,  and  bar¬ 
tenders  depend  on  photo  IDs  to  determine  who’s  old 
enough  to  order  a  beer.  Biometrics  takes  that  idea  and 
adds  sophisticated  technology  to  identify  someone. 


How  does  it  work? 

The  most  prevalent  kind  of  biometric  technology  today 
is  the  finger  scan,  so  let’s  take  that  as  an  example. 
Employee  X  works  for  an  insurance  company  that  has 
installed  biometric  technology  to  control  network 
access.  To  register  with  the  system,  Employee  X  sub¬ 
mits  his  fingerprint  by  placing  his  finger  on  a  special  sil¬ 
icon  surface.  The  system  then  creates  what  is  called  an 
enrollment  template— a  record  of  Employee  X’s  finger¬ 
print.  Each  time  Employee  X  needs  to  access  the  net¬ 
work,  he  places  his  finger  on  the  same  sort  of  surface, 
usually  built  right  in  to  his  mouse  or  keyboard.  The 
system  creates  a  template  of  that  submission,  then  com¬ 


pares  it  with  the  enrollment  template.  If  the  match  is 
acceptable— bingo— Employee  X  is  in.  The  process  takes 
just  a  few  seconds.  The  finger  scan  isn’t  the  only  kind 
of  biometrics  out  there,  though.  Other  kinds  include 
iris  recognition,  voice  scan  and  hand  scan. 

Why  do  we  need  it? 

If  you’ve  ever  left  your  network  password  on  a  Post-it 
note  stuck  to  your  computer,  you  understand  the  need 
for  biometrics.  Aside  from  what’s  known  as  “logical” 
use — using  a  finger  scan  or  another  type  of  technology 
to  determine  if  a  user  is  allowed  to  access  information — 
biometrics  can  also  give  appropriate  people  access  to  a 
secure  building  or  area.  Biometrics  isn’t  just  for  inside 
company  walls,  either.  Banks  are  looking  at  the  tech¬ 
nology  to  replace  cards  and  PINs  at  ATMs.  There’s 
potential  for  using  biometrics  to  verify  payment  in 
online  purchases.  The  technology  could  also  take  over 
the  job  of  time  clocks  in  factories  and  ensure  that  recip¬ 
ients  of  government  benefits  programs  are  who  they 
say  they  are.  The  biometric  market  is  expected  to  grow 
to  $595  million  by  2003,  according  to  The  International 
Biometric  Group,  a  consulting  and  research  group 
based  in  New  York  City. 

Does  it  matter  what  system  my  company  uses? 

According  to  The  International  Biometric  Group, 
accuracy  rates  can  vary  from  vendor  to  vendor  and 
from  one  type  of  identification  to  another  (a  finger 
scan,  for  example,  is  more  accurate  than  a  signature 
scan).  For  that  reason,  it’s  important  to  shop  around  if 
you’re  thinking  of  using  biometrics. 

Will  passwords  ever  be  a  thing  of  the  past? 

Quite  likely.  Biometric  technology  is  on  its  way  to 
widespread  acceptance.  Don’t  rip  up  that  Post-it  just  yet 
(but  for  goodness  sake,  hide  it  somewhere!).  HI 


Is  there  a  technology  that  you  just  don't  get?  Let  us  know  via  e-mail  at 
learning@darwinmag.  com. 
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daunting.  Even  predictable. 
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Guaranteeing  Your  Net  Works 


The  Superior  Email  Antivirus  Solution 
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instantly  to  multiple  servers  across  the  enterprise,  and  its 
remote  management  makes  reporting,  monitoring,  and 
configuration  a  snap,  from  any  place,  at  any  time.  It's 
scalable  and  flexible,  to  meet  specific  network 
requirements.  And,  unlike  other  email  antivirus  products, 
Microsoft  ScanMail  is  the  first  antivirus  solution 
~L^rtnRJIFIEP  available  to  seamlessly  integrate  with  the 
Microsoft’  Certified  Exchange  2000  virus-scanning  API  2.0, 


for  full-on  Microsoft  support.  Maybe  that's  why  ScanMail 
wiEcim^r,  won  First  Place  for  Most  Useful  Tool/Utility 


?  for  Exchange  at  the  MEC  conference,  and 
why  Exchange  administrators  the  world  over  trust  Trend 
Micro  ScanMail  more  than  any  other  antivirus  solution. 
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In  fact,  ScanMail  works  so  well  it  won  PC  Magazine's 
Editors'  Choice  for  June  2001.  Put  Trend  Micro 
ScanMail's  superior  technology  to  work  for  you. 


Call  us  at  1-800-293-1009,  or  download  a  30-day  FREE  trial  copy  at  www.trendmicro.com/smex2000 
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